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AIRCRAFT PRODUCTION COSTS AND PROFITS 





I. PurposE AND Scope OF Stupy OF AIRFRAME PROCUREMENT 
Costs, Prorits, AND PRopUCTION 

This inquiry began with a questionnaire of 32 questions dealing 
in the main with the financial arrangements between airframe prime 
producing companies and Government. The questions were sent out 
in August of 1955 and covered both Air Force and Navy airframe 
contracts, and were returned through November and December of 
1955. 

The public inquiry opened on February 16, 1956, at which time 12 
different airframe prime producers were selected to discuss with the 
subcommittee their answers to the questionnaire and related specific 
items. 

Twelve companies had been finally selected because these, in varying 
degrees, encompassed in their experience the subject of the ques- 
tionnaire. 

We solicited information which would be representative not only 
of the particular company involved but of this industry as a whole. 
The purpose in selecting 12 companies was not to exclude others but 
merely to choose from the whole of the airframe industry its largest 
segment with the thought that we might learn the problems on a 
representative basis. 

FINANCIAL DATA 


With reference to the financial data which has been reproduced 
in the subcommittee print of the hearings, we state: 

1. These proceedings were not adversary, in the sense of being 
either a redetermination or a renegotiation of the company expendi- 
tures and claims. 

The subcommittee’s purpose was to elicit from these companies a 
picture of their financial position. 

All of the questionnaires related to a period commencing in 1952. 
The cutoff date of 1952 was selected so that statutory renegotiation 
(act of 1951 and prior acts) had caused whatever readjustments were 
required in accounting; and so that company financial position, as 
reflected on contracts running from 1952 through 1955, might be 
representative of current costs and administrative burdens without 
adjustments required by statutory renegotiation. 

2. It was our purpose to limit this inquiry to ‘“‘production contracts” 
as distinguished from “research and development contracts.’’ It 
was our thought that we had to be concerned with the production 
costs of current inventories, job practices, and the soundness of the 
contracting procedures employed in building up what is now coming 
“into being’? and use as “weapons of defense.” 
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Further, we recognized that the research and development projects, 
of which there are many of substantial proportion, are not, necessarily, 
representative of a true financial return since there must be woven 
into these costs the large burden of obtaining scientific information, 
wherefore, there must be absorbed the cost of mistakes in experimen- 
tation which are inevitable in proving new developments. The manu- 
facturing costs and production costs, per se, would not, therefore, 
be representative of the true costs of putting into Government inven- 
tory production models. 

We endeavored to become current with inventory types which will 
be on airstrips and flight decks as a result of contracts initiated after 
1952 and noi renegotiated under the statute. Therefore, we took a 
view of— 

(a) production facilities both Government and private, now 
‘in being”’; 

(6) financial position of the company under existing con- 
tracts; 

(c) the amount of working capital, both private and Govern- 
ment; 

(d) the effect of pricing policies of the Departments of Navy 
and Air Force; 

(e) the utility and usefulness of ‘fixed-price incentive-type 
contracts” as related to costs and profits; and 

(f) finally, the amount of administrative burden which was 
being placed upon this industry and in turn passed on by the 
industry to the Government for management, for scientific per- 
sonnel, and for facilities, both privately and publicly furnished. 

Industry, in presenting its answers, was not in anyway muted by 
any action of the subcommittee; and the 2,000 pages of testimony 
in the subcommittee’s hearing is, we believe, a reasonable and un- 
restricted expression of the factual data which this subcommittee 
considered and which the companies should make public, understood, 
and evaluated. 


WHAT KIND OF COMPANIES ARE THESE? 


In the testimony of several of the 12 companies, heavy emphasis 
was placed upon “earnings on sales” as compared with that of other 
industries in the manufacturing business. The subcommittee was 
not impressed with that comparison because it did not seem to 
characterize the economic position of the 12 companies. 

Significantly, the Aircraft Industries Association, supported by 
these same 12 companies as “major contributors,’ reevaluated this 
position in a pamphlet called Aviation Facts and Figures, which 
appeared (after our public hearings) in May 1956. It is said: 


The aircraft-manufacturing industry, in financial parlance, is a ‘contracting 
industry’’ and is capitalized [sic] accordingly. This requires that the capitaliza- 
tion of companies (1) provide the credit stability and financial strength needed 
to support a high volume of sales, and yet (2) avoid the costly burden of over- 
capitalization during the prolonged periods of low volume. 

Furthermore, as is the case with other contracting industries, the most econom- 
ical and efficient method of financing production is for the customer (whether 
civil or military) to provide some of the financing needed for performance of the 
contract. If such were not the practice, and if contracting industries were 
capitalized to handle their infrequent peak volume, it would be necessary during 
years of low volume for the price of the end product to include the carrying costs 
of excess capitalization. 
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This evaluation represents either a retreat or a reconciliation with 
the economic “facts of life.” The statement stands in sharp contrast 
to the complaints which were implicit, if not expressed, in the com- 
parison of return on “earnings from net sales’ in the airframe in- 
dustry as contrasted with other manufacturers mentioned in the 
testimony. 

While recognizing the importance and indispensability of the air- 
frame industry as an integral part of our defense setup, the profits of 
the industry are perhaps better expressed not in terms of (a) return 
on earnings; (6) return on invested capital; (c) return on net worth; 
(d) return on net sales, but to a large extent in terms and in the 
sense of a “‘management fee.’’ 

II. Financia Datra—CompariIsoNnN AND COMMENT 
RETURN ON 
ON SALES 


GROSS PROFIT, 
NET 


NET WORTH, 
WORTH, PROFIT 


PRIVATE 
BEFORE 


CAPITAL, RETURN ON 
AND AFTER TAXES 


There follows, for the vears 1952 through 1955, with hearing page 
references, a tabulation of gross sales (almost 100 percent of which, 
it will appear, are to the Government for the purchase price of military 
airframes). The outstanding shares of stock, total private capital, 
earnings, surplus, net worth, cash paid out in dividends, the private 
investment in plant and equipment both from capital and from 
earned surplus, gross profit in each year, and percentage of that 
profit to (a) net worth; (6) invested capital; and (c) to sales, both 
before and after taxes. 

The figures which we have given in percentages are perhaps the 
clearest demonstration of the difference between the business of pro- 
ducing airframes and the general run of industries in the country. 

Among the differences are these: 

(1) Heavy Government investment in plant producing this income; 

(2) A corollary. 

The amount of risk capital used in other industries as contrasted 
from that in the airframe industry. 

When we are asked to compare net profit on all industries from 5.4 
percent in 1952 to 6.7 percent in 1955, the comparison is simply not 
applicable. Twelve tables follow: 


Boeing Airplane Co. 


neat references: 1835, 1921, 1924, 1926, 1928, 1932, 2724, 2725] 








1952 1953 1954 1955 

Sales pi ile cock ln ne lace $731, 687, 874 | $913, 045, 946 | $1, 022, 676, 265 $853, 827, 722 
Sale »s to Government percent_. 99. 6 99. 8 99.8 99.7 
Number of shares ; 1, 623, 681 | 1, 623, 681 3, 246, 436 3, 258, 125 
Invested capital__.-.-~- $35, 203,414 | $35, 203, 414 $60, 000,000 | $60, 968, 732 
Earned surplus $30, 602,830 | $43, 244, 240 $40, 604, 555 $60, 506, 626 
Cash dividends $4, 325, 500 $5, 676, 768 $9, 729, 122 | $4, 877, 617 
Net worth eel $65, 806,244 | $78, 447, 654 $100, 694,555 | $121, 475, 358 
Government property (') (‘) (') $150, 037, 824 
Company initial investment in plant and 

equipment | $34, 570, 271 $42, 183, 971 $46, 484, 702 $53, 490, O11 
Profit before taxes $42, 462, 109 $53, 618, 173 $66, 226, 023 $62, 641, 411 
Profit on net worth before taxes percent 64. 52 68. 35 65. 77 51. 57 
Profit on capital before taxes do 120. 62 152. 31 110. 38 102. 74 
Profit on sales before taxes do 5. 80 5. 87 7. 34 7.34 
Profit on sales after taxes do 1. 69 2.01 3. 56 3. 56 





1No adiiean available in errr hearing. 
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Sales 

Sales to Government 
Number of shares 
Invested capital 
Earned surplus 

Cash dividends 

Net worth 
Government property 


PRODUCTION COSTS 


Chance Vought Aircraft 


[Page references: 2493, 2724, 


AND 


, Inc. 


2725] 


percent 


Company initial investment in plant and equipment 


Profit before taxes 
Profit on net worth before taxes 
Profit on capital before taxes 


Profit 
Profit 


on sales before taxes 
on sales after taxes 


percent 





do 
do 


do 


PROFITS 


1954 { 


$149, 348, 201 
99. 99 

100, 000 
$17, 362, 303 
$5, 776, 738 
$80, 000 
$23, 139, 041 
$38, 707, 924 
$9, 300, 052 
$13, 889, 382 
60. 03 

SO. 0 

9.3 

4.4 





Consolidated Vultee Aircraft Corp. (Convair) 


[Page references: 2623, 2624, 2625, 2724, 2725] 


Sales 

Sales to Government 
Number of shares 
Invested capital 
Earned surplus 

Cash dividends 

Net worth 
Government property 


percent 


Company initial investment in plant and equipment 


Profit 
Profit 
Profit 
Profit 
Profit 


before taxes 

on net worth before taxes 
on capital before taxes 
on sales before taxes 

on sales after taxes _. 


No figure 


Page references 


Sales 

Sales to Government 

Number of shares 

Invested capital 

Earned surplus 

Cash dividends 

Net worth 

Government property 

Company initial investment in 
equipment 

Profit before taxes 

Profit on net worth before taxes 

Profit on capital before taxes 

Profit on sales before taxes 

Profit on sales after taxes 





1 No figure available in printed hearing. 


percent 


available in printed hearing. 


Douglas Aircraft Co., 


1952 


$449, 269, 104 
86. 0 
1, 200, 000 
$30, 000, 000 
$57, 699, 806 
$4, 500, 000 
$81, 407, 521 
(a 


percent 


plant and 

: $47, 223, 173 
r $35, 159, 069 
percent 


43.2 
.do 117.2 
do 5.6 
do 1.8 


2200, 2201, 2216, 2358-2363 


do 
do 


do 


Tne. 


1953 


$769, 847, 847 


88. 0 

1, 202, 552 

$30, 128, 737 

$68, 474, 899 

$7, 826, 588 

$98, 603, 636 
(?) 


$47, 223, 173 
$44, 651,175 
45. < 

148 

5 


| 


w 


“I1% bt 


9). 7 


1952 


$390, 997, 843 
95. 3 

2, 379, 298 
2, 110, 165 
5, 921, 808 
$4, 156, 748 
$48, 031, 973 

{ i) 

$24, 285, 640 
$16, 795, 330 


ww 


34. 97 
75. 96 
4.7 
2.7 
25) 
1954 
$754, 399, 991 
82.6 


2, 459, 860 
$31, 559, 935 
$89, 331, 230 
$15, 989, 090 

$120, 891, 165 

(1) 


$61, 504, 647 


1955 


$146, 000, 000 
yy 

1, 079, 61! 

$17, 362, : 

$8, 808, 892 

$1, 727, ; 

$26, 171, 

$38, 707, 924 

$10, 076, 873 

$10, 220, 000 

39. 05 

58. BO 

7.0 


1953 


$370, 703, 232 


82. 7 
2, 379, 838 
$22, 133, 110 
$30, 287, 14s 
4, 302, 376 
$52, 420, 308 
(1) 

$26, 285, 221 
$15, 685, 063 
29. 92 
40. 54 
4.7 
2.8 

1955 


$772, 818, 969 
88. 
3, 689, 790 





$134, 347, 267 
$167, 816, 369 


$67, 265, : 
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Fairchild Engine & 


[Page references: 


Sales 

Sales to Government 
Number of shares _ - 
Invested capital 
Earned surplus. abo 
Cash dividends. - - nna | 
Net worth ieee . 
Government property , 
Company initial investment in plant and 

equipment - Sani os eas 
Profit before taxes a a | 
Profit on net worth before taxes_- ‘percent. 
Profit on capital before taxes_ Sue Sie) 
Profit on sales before taxes. -_- me 
Profit on sales after taxes «en. 


: ‘percent 


! No figure available in printed hearing. 


1937, 1938, 1941, 


1981, 


1952 


$141, 642, 703 


99. 4 
2, 310, 207 | 
$6, 562, 052 | 
$14, 588, 137 
$1, 386, 124 
$21, 150, 189 | 
() 


$12, 906, 724 | 
$10, 646, 871 





PRODUCTION COSTS AND 


$170, 135, 


Airplane Co. 


2003, 2724, 


1953 


266 
99.3 

2, 310, 207 
$6, 562, 052 
$16, 753, 512 


97 


PROFITS 


25] 


$1, 848, 166 | 


$23, 315, 564 
() 


$14, 542, 831 
$14, 045, 761 
60. 24 

214. 03 

8. 25 

2. 36 


Grumman Aircraft Engineering Corp. 


[Page references: 


Sales 
Sales to Government 
Number of shares. -___- 
Invested capital ewtesse 
Earned surplus-_--._--- ee ee oenuatl 
Cash dividends 
Ne t worth = ra ale manic 
Government property. ie 
Company initial investme nt, Plant and equip- | 
RRR Yt RSS A ea RSE Bt 
Profit before taxes_- 


.. percent _} 


Profit on net worth before taxes .-pe reent__| 
Profit on capital before taxes...........-. do-- 
Profit on sales before taxes. Se a] 
Profit on sales after taxes__............-- do__- 


| $224 


2068, 


), 547, 193 

99. 47 

2, 000, 000 
$10 000, 000 | 

$22, 834, 889 
$4, 000, 000 | 
$32, 834, 889 | 

$20, 901, 000 


$12, 017, 708 | | 
$18, 393, 636 | 
56. 02 
183. 94 
8. 34 
2. 43 
| 


2115, 2724] 


$240, 857, 669 


99. 42 

2, 000, 000 
$10, 000, 000 
$25, 881, 324 
$4, 000, 000 
$35, 881, 324 
$24, 638, 000 


$13, 110, 795 


$24, 013, 510 
66. 92 

240. 14 

9. 97 

2. 96 


Lockheed Aircraft Corp 


[Page references: 


| 


Sales | $0 
Sales to Government percent 
Number of shares } 
Invested capital 
Earned surplus... ae 
Cash dividends. -_-- eae ; | 
ll 
Government property | 
Company initial investment in plant and a | 
equipment ss — 
Profit before taxes ~------------| 
Profit on net worth before taxes.___- percent } 
Profit on capital before taxes ee 
Profit on sales before taxes_-- Me ea 
Profit on sales after taxes_-- --- : oe 


! No figure available in printed hearing. 


’ 


1952 | 


$438, 122, 000 

91.4 | 
2, 271, 858 
$18, 668, 629 
$41, 971, 762 
$2, 726, 229 
$55, 397, 997 
$64, 275, 121 


$51, 
$18, 


329, 359 
401, 124 
33. 2 
98.6 | 
4.2 
2.1 


2544-2548; 2724, 


2725] 


1953 


| $820, 467, 000 


93. 0 

2, 547, 065 

$22, 684, 710 

$50, 410, 617 

$4, 775, 746 

$73, 095, 327 
(‘) 


$63, 738, 852 
$54, 150, 822 
74.1 

238. 7 

6.6 

2.2 


1954 


$140, 428, 318 
99. 4 

2, 887, 758 
$12, 780, 015 
$18, 750, 586 
$2, 136, 941 
$31, 
(‘) 


$18, 405, 


27 


67. 
6. 


- 51 
87 
18 


737 | 
$8, 673, 795 | 


530, 601 | 


2, 94 | 


1954 


$235, 318, 223 


98. 59 | 
2, 000, 000 | 
$10, 000, 000 


$31, 203, 195 

$5, 000, 000 
$41, 203, 195 
$49, 551, 000 


$14, 498, 957 
$23, 767, 141 
57. 68 

237. 67 

10. 10 

4.77 


4d 


1954 


$732, 


} 


872, 000 | 


88.4 | 


2, 696, 766 
$28, 779, 685 
$60, 056, 

$7, O11, 
$88, 836, 
() 


591 
508 


$56, 
$49, 


990, 769 
835, 206 
56. 1 


823 | 


173.2 | 


6.8 


3.3 | 
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1955 


$154, 412, 491 
99. 4 

3, 032, 146 
$14, 440, 477 
$21, 200, 000 
$1, 588, 267 
$35, 640, 477 
$38, 938, 956 


1955 


$213, 353, 647 
98. 99 

2, 200, 000 
$17, 600, 000 
$27, 147, 626 
$4, 400, 000 
$44, 747, 626 
$51, 586, 000 


$15, 635, 000 
$21, 250, 023 
47.49 

120. 74 

9. 96 

4. 57 


1955 


73, 589, 000 
80. 9 
830, 384 
$28, 815, 236 
$68, 902, 391 
$8, 491, 152 
$97, 777, 627 
$102, 321, 000 


$78, 358, 782 
$43, 783, 285 
44.8 
151. : 
6.! 

3. 2 


t* 


4 
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The Glenn L. Martin Co. 


[Page references: 1749, 1750, 1751, dust 1753, 2724, 2725] 























1952 1953 1954 1955 
Sapaienabiiana — } 
at Ee Fs ity te , --| $143, 999,382 | $208, 006, 538 $270, 729, 973 $271, 862, ae 
Sales to Government.-_____--___- percent._| 69.5 | 98.3 | 99. 6 | 
Number of shares_..__--- pat ceva ie 1,913,974 | 2,136, 995 2, 553, 495 2, 570, "tis 
Invested capital_.__.___- ween ene nnen-- none] $17, 534, 186 $18, 883, 222 $26, 073, 351 $28, 485, 459 
Earned surplus____.__-- Fe Ba alice -.--| 1 —$6, 482, 922 $8, 611, " | $21, 003, 759 $23, 659, 251 
CO Ee” ee sacee 0 | | $2,321, 331 $3, 855, 623 
Net worth 5 BD nce aly eee ites $11, 051, 264 | $2 7, 495, 056 | $47,077,110 $52, 144, 710 
Government prope rty- (2) (?) (?) $41, 470, 000 
Company initial investment plant and equip- } | | | 
ment_._- nie hited einbiceae woe $19, 410, 255 | $19, 136, 107 $19, 020, 954 $20, 500, 000 
Profit before el Ne Bs eli ckde Sor | $5, 808, 312 $15, 094,756 | $21, 052,315 $21, 096, 517 
Profit on net worth before taxes__ ..percent __| 52. 56 | 54. 90 | 44.72 | 40. 46 
Profit on capital before taxes___-_- ee Se 33. 13 79. 94 80. 74 | 74. 06 
Profit on sales before taxes______ do__.-| 4.03 | 7. 26 7.78 | 7. 76 
Profit on sales after taxes _- do } 4. 03 7. 26 7.41 3.78 
Oy = ee | 
1 Deficit from operations. 
2 No figure available in printed hearings. 
McDonnell Aircraft Corp. 
{Page references: 2170-2177, 2724, 2725] 
Year ending June 30- 
| 4952 | 1983 1954s 1955 
Se i INET ae eee ear. SS > a 
Sales__- aos ied ..| $81,771,092 | $133, 531, 447 | $123, 091, 691 | $154, 588, 816 
Sales to Government.._._._--_._- -percent .| 100 | 100 | 100 | 100 
Number of shares___.___. tots 2ils _.| 682, 120 | 685, 7: 720, 000 { bat aa 
| | i“, 
Invested capital.__.- a vindicate —_ $3, 410, 600 | $3, 428, 600 | $3, 600, 000 $3, 600, 000 
Earned surplus___....__- é , $9, 744,527 | $13,294,408 | $15, 025, 065 $18, 166, 920 
Cash dividends. .............-. $682, 120 | $685, 720 $720, 000 $720, 000 
. > » on . 1 $24, 055, 999 
> , | . a 
Net worth.................- w-oe---ssss-s2-] $13,155,127 | $16,723,008 | $18, 625, 065 { "Sr yee en 
Government property --_-_-_- aah (?) (2) (2) $37, 322, 187 
| i 
Company initia] investment in plant and | | ‘ 
‘ A | — ~ \f 1$22, 182, 962 
ne pairaiaee ses oioke $14, 055, 587 | $17,929,484 | $19, 490, 507 $20. 848. 713 
Profit before taxes ; eee FT . $8,827,259 | $8,071, 417 $11, 380, 795 
Profit on net worth before taxes__.._ percent 46. 33 | 52. 79 43. 34 52. 28 
Profit on capital before taxes. ___- Ou 178. 69 | 257. 46 224. 21 316.13 
Profit on sales before taxes. _-___- do 7.46 6. 64 | 6. 59 7.40 
Profit on sales after taxes _..do 3. 56 | 2.48 | 2.94 | 2.95 
! As of Dec. 31, 1955. 
2 No figures available in printed hearing. 
North American Aviation, Inc. 
inne pages: 1556, 1557, 1559, 2724, 2725] 
1952 1953 1954 1955 
Sales $315, 270, 855 | $634, 688, 156 | $645, 821,018 | $816, 676, 329 
Sales to Government__- ‘ percent 97 | 99. 2 | 99.5 | 99. 6 
Number of shares____....----- setigale 3, 435, 033 | 3, 435, 033 3, 435, 033 | 3, 435, 033 
Invested capital | $6,544,971 | $6,544,971 | $6, 544,971 | $6, 544, 971 
Earned surplus $50, 895, 77 $58, 516, 591 $71, 249,986 | $88, 141, 513 
Cash dividends | $4, 203, 791 $5, 152, 549 $9,446,341 | $15, 457, 649 
Net worth $57, 440,750 | $65,061,562 | $77,794,957 | $94, 686, 484 
Government property (‘) () (?) $95, 413, 948 
Company initial investment plant and equip- } 
ment $27, 163, 751 $29, 754, 311 $33, 622, 220 $42, 061, 614 
Profit before taxes $20, 320, 886 $40, 073, 361 $52,479,736 | $67, 949, 176 
Profit on net worth before taxes percent 35. 4 61.6 67.5 71.8 
Profit on capital before taxes __ - do 310 612 | 802 | 1, 038 
Profit on sales before taxes do 6.4 6.3 8.1 | 8.3 
Profit on sales after taxes - -- do 2. 5 | 2.0 3.4 4.0 


| No figure available in staat hearing. 
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Northrop Aircraft, 


[Page references: 2707, 2708, 


| 1952 


Ine. 
2724, 2725] 


| 1953 





RSS OES Ea i ee eo eh ee eee | $187, 161,000 | $170, 714, 000 
Sales to Government - -.-............- percent__. 99. 79 | 99. 69 
po | as a eee SRLS | 574, 039 | 642, 092 | 


Invested capital 


$3, 426, 898 
Earned surplus 


$6, 043, 151 


ok i a et Se i, | $574, 039 
pO den EES ea ee Pere” | $9, 469, 948 
COPE WING ns gn oo coin ennceoncuce | $11,005, 089 
Company initial investment in plant and | 
ee a RE Ss 5 Se $6, 903, 648 | 
Pe re On oc ceo cc cmadcucecd $5, 800, 009 
Profit on net worth before taxes .-percent_ 61.2 
Profit on capital before taxes___......__-- do. 169. 2 
Profit on sales before taxes........-.--.-- do....| 3. 99 | 
Profit on sales after taxes_-_..-..-.------- dp.....] 1. 28 | 
| 





$4, 280, 111 
$7, 764, 837 
$642, 092 


Republic Aviation Corp. 


[Page references: 2380, 2381, 


| 
1952 

Sales_ | $412, 235, 000 | 
Sales to Government.. percent __| 99. 5 | 
Number of shares _ __- , ; subarea 1, 105, 946 
Invested capital_- $3, 071, 984 | 
Earned surplus___-- ‘ oat BS | $15, 975, 800 
Cash dividends. ____- ee | $1, 382, 432 
Net worth os | $19,047,784 
Government property 2 | (‘) 


Company initial investment in plant and equip- 


ment_. | 1) } 
Profit before taxes_- as | $27, 207, 510 | 
Profit on net worth before taxes__- percent 142.8 
Profit on capital before taxes_.___- do 885. 7 
Profit on sales before taxes_ do 6.6 
Profit on sales after taxes____-.......-- Ge:...1 2.0 


1 No figure available in onieaal hearing. 


$5, 519, 036 

$20, 184, 290 | 

$1, 824, 810 | 

$25, 703, 326 | 
(') 


(1) 
$27, 591, 337 
107.3 | 
499. 93 
6.7 


2.0 | 


1954 


$158, 238, 0CO 
99. 97 

729, 857 

$5, 614, 434 
$9, 631, 057 
$729, 857 


$9, 734, 546 

$22, 515, 463 

$2, 676, 388 

$32, 250, 000 
(') 


(') 


$18, 334, , 620 


| $12,044,948 | $15, 245, 491 

| $14,195,460 | $21, 440, 607 

| $7,607,377 | $7, 995, 491 

| $5,633,562 | $7, 959, 371 

| 46.8 | 52.2 

| 131. 6 | 141.8 | 
3. 30 5. 03 
1.79 2. 26 

2408, 2409, 2410, 2724, 2725] 
Zz 5 et 
| 1953 1954 
$411, 811, 000 | $321, 660, 000 

97.6 99. 2 

1, 216, 540 1, 338, 194 
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1955 


$256, 541, 000 
99. 98 
1, 508, 514 
$6, 016, 735 
$20, 927, 374 
$1, 508, 514 
$25, 297, 099 

$23, 853, 196 


$11, 331, 739 
$23, 268, 268 
92.0 

386. 7 

9. 07 

4.10 


1955 


$533, 441, 000 

99.9 
, 472, 013 
, 288, 034 
518, 118 


$18, 134, 352 

$30, 406, 137 
i. 

198. 89 

5.7 


2.8 


Tables of market quotations using quotation for June 1, 1952-55, and number of 
outstanding shares as reported on that date 


1952 





| 





For the year ! | Close 


June 1, 
| 1952 


High | Low 
IE aE Te a ly A ep Ry AR 32%) 3134) 32! 
Chance V ‘ought? ‘ | 
Convair _. uawiiedawetion 19% 16% 175 
A SE ae ene ar EF I ad 6234 52 563 
ERE pbs ha R ES 3a : } 6 
Grumman Site } 27% 23144 2634 | 
Lockheed : 24 | 1834 2214! 
Martin_- a eating halaiertn } 145¢| 9% 10% 
McDonnell.___- a yee ie. 1944) 
North American ce a 1754} 15 | 163% 
Northrop___. S228 We Soa {ie 15} 11% 134 
Republic... ser a ei ek ms A 1674| 1354 1634 





1 Through June 1. 
? Not incorporated until 1954. 


Number of 
shares out- 
standing 


* 1, 623, 681 


2, 376, 927 
1, 200, 000 
2, 310, 207 
2, 000, 000 
2, 271, 858 
1, 913, 974 

682, 120 
3, 435, 053 

574, 039 
1, 105, 946 





June 1 quo- 

tation times 

outstanding 
shares 


$52, 566, 672 


41, 893, 338 
68, 100, 000 
13, 861, 242 
53, 500, 000 
50, 264, 858 
20, 575, 220 
13, 301, 340 
56, 248, 993 
7, 749, 526 


‘y 
18, 524, 595 
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Tables of market quotations using quotation for June 1, 1952-55, and number of 
outstanding shares as reported on that date—Continued 

















1953 
< 7 — oe ae be a ee 4 ae | _ 1 | 
For the year! | Close, | | June 1 quo- 
Corporation } aes ||US Shares out- | tation times 
| | 1953 standing | outstanding 
High | Low shares 
| ee amrecatieitd Semin —— | 
Boeing. -- Fic 5 was sate 4814| 3914 40%| 1,623,681 | $65, 556, 120 
Chance Vought_-- ; dinin'n bo seb otaeien =| : ° 
Gonvair....--.- 00-2002 2294; 1Bis|1886| 2,370, 208 | 44, 314, 425 
CO eee _— . 42%) 60% 639 1, 202, 552 | 76, 362, 052 
ae Se ae ee “ 104% 73% 814 2, 310, 207 19, 059, 208 
0 SEAT aE eae 28)4| 2034 21% 2, 000, 000 | 43, 000, 000 
Lockheed ___-_-- inssitlieriasd osetieetitvadale i 2614) 20% 213% 2, 547, 065 | 55, 398, 664 
Martin . ‘ Se ES CES . 183% 13% 12% 2, 136, 995 | 26, 979, 562 
+ se apna ila re ae eg =~ 1% i ‘ - = 13, ae. = 
North American__-_- Sis cre ae 20% 6 7% 3, 435, 033 | 60, 113, 077 
Northrop sd daa Seanbanehin eine mi 183 1274 14 642, 092 8, 989, 288 
ee er. ‘ skew 27 1944 2134 , 216, 540 26, 459, 745 
1 Through June 1. 
2 Not incorporated until 1954. 
1954 
| For the year ? Close | Number of | June 1 quo- 
Corporation ! felts ____| June 1, shares out- | tation times 
1954 | standing | outstanding 
High Low | shares 
— ST ee ee et a a sonia 
| | | } 
a i Paes eee 4314| 38 | 4314 3, 246,436 | $140, 408, 357 
ee Sees ; 2914 | 22 | 2914 100, 000 2, 925, 000 
Douglas ___- 6744| 5914 67% 2, 459, 860 | 165, 118, 102 
Fairchild ___ 13%4 954 13% 2, 887, 758 | 37, 901, 824 
Grumman__. 29% 2234 2934 2, 000, 000 59, 500, 000 
Lockheed ____- 37 | 26 35% 2, 696, 766 | 95, 061, 001 
Martin__- 2554) 1654 23% 2, 553, 495 59, 049, 572 
MeDonnell ‘ 2814) 19 | 27% 720, 000 20, 070, 000 
North American. 3456 20 3419 3, 435,033 | 118, 508, 638 
Northrop 283% 16% 28 | 729, 857 | 20, 435, 996 
| ees 34% 22 34 1, 338, 194 | 45, 498, 596 
1 Convair omitted—part of General Dynamics Corp. 
2 Through June 1. 
1955 
af a = en " si | om 
} | Number of | June 1 quota- 
Corporation ! High? | Junel | _— ofshares | tion times out- 
outstanding | standing shares 
| | stock 
Boeing --_-_- EE eS SNL ea 65% | 62% | 3, 258, 125 | $202, 411, 016 
aa = rene AES ; : 37° | 36° 5 1, 079, 619 39, 541, 046 
Jouglas___- ‘ mae Sdshscei aes . 69 | 684 3, 689, 790 | 251, 828, 167 
Fairchild__._____- ee ee ree 147% 1454 | 3,032, 146 “4 345, 135 
EEE a EE ena Mes ASAD 34% | 3414 | 2, 200, 000 | 75, 900, 000 
ie el scekes noon 4534 | 4414 2, 830, 384 | 124, 890, 604 
a : 28% | 27% 2, 570, 415 71, 007, 714 
McDonnell. -_-_.__....---- oi asi ud 353% 34% | 1, 440, 000 50, 220, 000 
Naren Atjericam................- 7 igteten 56 54% 3, 435, 033 | 187, 209, 208 
Northrup. Se ee } 27% | 26% | 1, 508, 514 | 39, 409, 928 
(| RE a AR ER Se 353% | 344 | 1, 472, 013 50, 416, 445 





1 Convair omitted—part of General Dynamics Corp. 
2 Through June 1. 
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Table of dividends and executive salaries 





Government } Number | Officers’ | Cash 
sales Corporation ! | Year | of | Salary bonus Total dividends 
officers paid 
} | 
Percent } 
99.6 | Boeing } 1952 12 | $416,385 | $103,980 | $520, 365 $4, 325, 500 
99.7 do A : ; 1955 12 484, 758 95, 885 580, 643 4, 877, 617 
99.9 | Chance Vought_-_-_ | 1954 7 | 187,424} 40,000 227, 424 80, 000 
99.9 do ’ 1955 | 7 | 230,040 | 89,000 | 319,040 1, 727, 390 
86.0 | Douglas__ | 1952 12 | 507,849 | 507,849 | 4, 500, 000 
8.9 |. do - 1955 16 793, 019 793,019 | 14,759, 160 
99.4 | Fairchild | 1953 8 | 301,713 132, 750 434, 463 1, 386, 124 
99.4 |. do wanes } 1955 | 10 441,072 | 175,500 616, 572 | 1, 588, 267 
99.4 | Grumman 1952 6 237, 800 237, 800 4, 000, 000 
98. 9 do “8 é 1955 11 | 520, 437 4, 400, 000 
91.4 | Lockheed. -_- } 1952 13 672, 152 2, 726, 229 
80.9 do | 1955 14 820, 675 77, 547 8, 491, 152 
69.5 | Glenn L, Martin_- 1952 8 | 286,992 None 
99. 7 do. 1955 9 | 421,416 | 73,000 3, 855, 623 
100.0 | MeDonnell__-- . 1952 | 5 160, 886 | 682, 120 
100. 0 do 1955 7 | 271,625 720, 000 
97.0 | North American 1952 | 9 | 506,080 4, 293, 791 
99. 6 do ; 1955 10 594,250 | 399,000 15, 457, 649 
99.7 | Northrop 1952 5 | 205, 541 174, 039 
99. 9 oe... 1955 | 13 | 458,246 | 195, 500 : 1, 508, 514 
99.5 | Republic 1952 9 | 314,573 162,159 | 476,732 1, 382, 432 
99.9 do : 1955 13 429, 624 132, 000 561, 624 4,416, 039 


1 Convair omitted—part of General Dynamics Corp. 
Ill. GovERNMENT INVESTMENT IN PLANTS AND TOooLs 


A concern of the subcommittee is the utilization of Government 
plants and tools. Using round numbers, the total amount allocated 
to these 12 companies aggregates something over $895 million. 
This is balanced against the companies’ investment in plants and 
tools of approximately $349 million, a large part of which represents 
reinvested profits. 

1. In considering this problem, several points must be considered. 
The cause of this Government investment was World War II and the 
need it generated for outproducing the enemy in planes. That 
challenge was met. But that investment remains in bricks, cement, 
and tools. 

So far as accounting is concerned, the Government account has not 
been replenished in money by any direct return on its investment 
out of the earnings made possible by the use of these same plants 
and tools. 

On the other hand, the cost of the planes produced in these Govern- 
ment plants was lower than those produced in privately owned 
facilities. 

However, the company statements (as they appear in our record) 
reflect a return in the form of depreciation (statutory or true) out of 
earnings for use and obsolescence of properties they own. 

The Government account for tools (because the Government tool 
is inventoried at its initial cost) has not been depreciated. When the 
tool is obsolete or useless, the total initial cost is merely deducted 
from the Government inventory. 

Therefore, we view this whole subject, as it appears in the account- 
ing systems employed by companies and by Government, as follows: 

(a) The Government, if it had an income from these properties, 
would have followed the same accounting practice as the companies. 
Cost of use, obsolescence, and depreciation would have been recouped 
out of earnings and applied against the capital account. Some of 
this money was recovered in reduced costs to the Government. 
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(6) Next, we observe that the United States could not have reached 
its production peak in planes without this Government investment in 
plants and tools. 

(c) We know that prudent or conservative investors would not 
have been willing to supply the amount of capital supplied by the 
Government for only an emergency requirement in the stress of war 
and with the uncertainty of future business. 

We distinguish also between plants which are complete entities; 
those which are “scrambled” or mixed with privately owned plants; 
and those which are either wholly or partially in use for Government 
production; and (in a few instances) those used for commercial 
production. 

As to the first class (wholly independent plants) we are concerned 
with their different methods which resulted, in some cases, in unequal 
treatment by Navy Department and Air Force; and between those 
two departments with different contractors. 

In several instances, rent is being collected by the Government 
out of the contract payments. In other instances, no rental is being 
collected. The result is a distorted financial relationship between 
companies and the Government. Likewise there is an obvious 
advantage in company ability to operate with limited capital since 
plant investment is furnished by the Government. 

It is our view, upon consideration of the subject, viewing nearly 
all of the plants, and after examining these contracts, that the Gov- 
ernment interests would be better served if it abandoned rental 
charges and took its return in reduced costs of the airframes produced. 
Such a plan would transfer to the using companies the maintenance 
account. The addition of rental only serves to inflate operating 
expenses and the return to management on operating costs. This, 
we think, is beth artificial and useless. 

As to the “scrambled”’ facilities, some of which are used by the few 
producers who engage in commercial work, of course, a rental should 
be charged for whatever portion is privately used. 

2. The second part of this problem for consideration is whether to 
liquidate this Government investment in plant. 

Total liquidation, however, has some unfortunate results. 

We have in mind the liquidation of a Government plant at San 
Diego at what now appears to have been a bargain price. 

Temporary idleness of the plant caused it to be sold. Now, the 
Government must reacquire this same space. It appears that the 
reacquisition will cost in excess of the sum for which it was sold. 

It seems to us, therefore, that these plants are better kept ‘‘in 
being,” with some provision for maintenance, and utilized in the 
production program for the foreseeable future. 


CAN THESE PLANTS BE SOLD TO AIRFRAME MANUFACTURERS? 


In our interviews with management in the 13! plants, we could find 
little interest in the acquisition of these Government plants. The 
responses were plain. We were simply reminded that the business is 
one of ‘feast or famine’’—‘‘boom or bust.”’ 

We know, too, that any purchase at any price would be made in 
United States taxpayers’ dollars, for the simple reason that almost 


1 Government-owned plant assigned to Convair at Fort Worth, included. 
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100 cents of every dollar in the hands of these companies was generated 
out of the Treasury. What a Government sale would amount to 
would be a transfer of money through several bookkeeping systems. 

There is not enough commercial business in this country nor in the 
world to justify the utilization of all of the facilities now ‘‘in being.” 
Add to that the uncertainties of competition and the risks are such 
that it might be unwise for private investors to tie up their money by 
such purchases. 

The relative position of prudent investor and prospective seller 
[the Government] was forcefully emphasized by a graph exhibited to 
us showing peaks and valleys of orders and cancellations balanced 
against the cost of the plant. It was evident that the risk of private 
purchase is greater than can reasonably be expected by investors 
expecting a return on their money. 

However, there is one aspect of this subject which is not covered by 
that generalization. 

There are, we believe, many instances in which ‘“‘scrambled facilities” 
could, with some inducement, be acquired by producers who have 
commercial business and are making use of portions of these facilities, 
or who desire to expand into the commercial market with facilities 
which are integrated with their plants. 

In those cases, we feel that the surplus property disposal laws should 
be amended to give a preference to such users. As the law now stands, 
once a plant is declared surplus to Government use, it must be offered 
on competitive bid. With the principle of competitive bid, we have 
no quarrel; but that does not necessarily mean it is suitable to every 
circumstance. 

The purpose of these plants being integrated in the first instance 
was to provide an expandable and integrated base for the heavy 
production requirements of war. That same objective still exists, for 
standby or for partial utilization, during the cold war. 

Therefore, we think that the best interests of the Government would 
be served by providing that plants integrated with wholly owned facil- 
ities of private contractors should be made available for purchase 
with a priority at a fair price. 

In this regard, we have the acknowledgment of the Department of 
the Navy that such a device would be an advantage. 

The Department of the Air Force is considering the matter. 

However, we are persuaded from our conversation and from exami- 
nation of these properties and a consideration of this problem, that an 
amendment to present law authorizing preference to users would be 
a forward step while, at the same time, preserving an expansible base 
as a standby for integrated operation, by companies of proven expe- 
rience in the production of airframes. 

Our view, by parity of reason, would likewise extend to manu- 
facturers of components, similarly situated. 

It will not do to bemoan the heavy Government investment. It 
served a purpose. We are confronted with a condition as to which 
policy must be formulated by hindsight; and it is a condition which 
does not lend itself to the usual rules of business investments, as to 
rate of return and utilization. As we have pointed out, the produc- 
tion of military airframes is, in essence, a Government enterprise. 
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RATIONALE ON PURCHASE, SALE, AND USE OF GOVERNMENT PLANTS 


There has been much prodding to account for the use of Govern- 
ment facilities either in profit or by purchase. That seems to have 
been weighed on a practical set of scales. 

Balanced against that position is a private commitment to plant 
improvements of their own. The companies have projected many in- 
vestments out of earnings and financing for developments, useful in the 
transition from reciprocating engines to jet power, from subsonic to 
supersonic speeds, and the counterpart of these needs for the missile 
program. 

The record shows and our information is that these companies will 
expend approximately $350 million (one company alone accounts for 
$100 million of this) in the next few years on such things as test 
tunnels and other plant expansion designed for utilization in the 
future. 

There is a limit to the profit which any of these companies can 
retain in business. 

We must recognize that new plants “in being’ under a program of 
the magnitude and character indicated is a national asset. 

It seems to us that the companies have balanced out the terms of 
their relationship and have made a reasoned choice. The end result 
will be an additional asset and greater potential in useful sources for 
manufacture of aircraft and missiles and the developments of the 
future in this age of high technological progress. 

The records of these 12 companies on distribution of profits in 
dividends is conservative. 

While we take a dim view of a comparison of these companies with 
industries having heavy capitalization and investment, we must, in 
fairness add, that without legal compulsion, these companies have a 
creditable record of plowing back into their plants between 60 and 70 
percent of net earnings after taxes. 

It becomes a question, then, of totai useful assets rather than 
separation of ownerships. 

The reluctance of these companies to acquire the Government 
inventory, in view of the peaks and valleys in their businesses, may 
stand as something of a contradiction to their projected spending for 
future improvements. It would not add to their total production 
capabilities, but at the same time it would add a maintenance burden 
and a capital risk. 

The total Government inventory, undepreciated, as of the time of 
original investment in the use by these 12 companies’was $895,854 ,510. 
The 12 companies’ total investment, undepreciated, as of the time of 
original acquisition, was $394,682,478. 

If this $350 million, then, is added to the companies $394 million 
investment the companies will have appreciably closed the gap in the 
partnership. It will then stand at $895 million against $744 million. 

The difference, in dollars, however, will be partially offset, when 
it is considered that half of the private money will be in new facilities 
and all of the Government money is in old facilities. 

That returns us, logically, to our basic premise, that this industry 
is a weapon of defense. Its value lies in the fact that “in being” 
it is a defense potential. It is part of the price we pay for security, 
while not upsetting the economic system to which we are committed. 


‘ ’ 
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Our total national potential “in being’ will have been increased and 
improved! 





| Property 


Corporation | Company-owned 

Government 

owned, initial 

value Initial value | De preciated and 
amortized to 





Boeing__-__- en Pee ne ee ae es $150, 037, 824 | $53, 490, 011 | $24, 707, 138 
Chance Vought... I fe. SaaS. | 38, 707, 924 10, 076, 873 | 5, 194, 509 
OConvair......-- Pog). Si Re ae OR Eas | 147, 094, 150 | 31, 592, 894 | 11, 577, 321 
Douglas abled ings < : ban Satin qabihd che iabel 167, 816, 369 67, 265, 572 39, 285, 885 
Fairchild. ___- : wast’ Ve _ i 38, 938, 956 25, 531, 725 16, 671, 683 
Grumman. .-_-- ; J es wciiastrt 51, 586, 000 | 15, 635, 000 7, 735, 000 
Lockheed. : sees (onenwel 102, 321, 000 | 78, 358, 782 40, 219, 686 
Martin ew ae | 41, 470, 000 19, 020, 954 11, 135, 631 
McDonnell re sche 37, 322, 187 22, 182, 962 12, 330, 046 
North American --- . : 95, 413, 948 42, 061, 614 | 23, 800, 194 
Northrop. -- t : | 23, 853, 196 11, 331, 739 6, 059, O81 
Republic i. ‘ 1, 292, 956 18, 134, 352 11, 145, 945 

| : = A oe 895, 854, 510 394, 682, 478 209, 862, 119 


LV. RENEGOTIATION AcT oF 195] 


The financial data assembled by the subcommittee commenced with 
the year 1952. That year was chosen for the purpose of eliminating 
from consideration any influence which action of the Renegotiation 
Board under the Renegotiation Act of 1951 might have on the books 
and accounts of these companies. 

At the time the subcommittee’s questionnaires were issued in 
August of 1955, all statutory renegotiation for years prior to 1952 
had been completed. It was our purpose, therefore, to have before 
us financial statements and the book profits unaffected by and prior 
to statutory renegotiation. 

After the return of the questionnaires, prior to, and during the 
course of the subcommittee hearings, some companies were renegoti- 
ated and ordered to refund, while others were cleared for the year 
1952. All of the financial statements of all of these companies appear 
in the subecommittee’s published hearing. 

Both the Navy Department and the Air Force Procurement and 
Assistant Secretaries for Procurement testifying on behalf of their 
Departments urged the extension of the Renegotiation Act of 1951. 
On May 31, 1956, the Joint Committee on Internal Revenue Compen- 
sation recommended the extension of the act for a period of 2 years 
with certain amendments. 

Of particular importance to this committee was the proposal which 
would extend the loss carryover provision from 1 to 2 years; and 
another provision which requires an annual report to the Congress of 
the progress of the Renegotiation Board. 

With the principle of review and redetermination this subcommittee 
is in full accord. We defer to the recommendations of the Joint 
Committee on Taxation because of their larger opportunity for study- 
ing the application of statutory renegotiation in the financial affairs 
of a large number of defense contractors. The subcommittee is 
concerned over some aspects in the application of the Renegotiation 
Act to these particular companies. 
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On February 14, 1956, 2 days before we opened our public hearing, 
the Renegotation Board issued a press release about the application 
of the so-called net worth factor. The release stated that the Board 
would not attempt to “equalize”? members of any given industry, on 
the returns received either on net worth or capital employed. 

But the Board’s press release wound up by stating that the deter- 
mination in every case was to be made “by an overall evaluation of 
all statutory factors.” 

The statutory factors are set out in the 1951 act; but what concerns 
this subcommittee is how these 12 firms, in particular, in defense pro- 
duction can ascertain the application of these statutory factors with 
any degree of accuracy so that their business relationships with the 
Government might be so ordered that they will not be subjected to 
statutory renegotiation. 

The Board’s press release of February 14, 1956, while assuring us 
that the net worth factor as a basic principle was not the sole measure 
of profits, went on to state that net worth could not properly be ig- 
nored in appropriate cases, and, further, that invested capital could 
not be ignored in others. The Board announced that it would take 
note of Government facilities placed in the hands of Government 
contractors for use which permitted expanding contracting activities 
by the contractor on the grounds that by the use of these facilities a 
greater profit would ensue because of the capital supplied by the 
Government. 

The Joint Committee on Taxation, in its report of May 31, 1956, 
has restated the pros and cons for continuing statutory renegotiation, 
and summarizes: 


By way of summary, it may be observed that jurisdiction of the committee of 
Congress dealing with profit limitation has been divided. The Vinson-Trammell 
profit-limitation provisions were originated and developed in the committees of 
the Congress having jurisdiction of the military departments. The original Re- 
negotiation Act of 1942 originated with the Case amendment in the Committee 
on Appropriations of the House of Representatives and in the Committee on 
Appropriations of the Senate, where section 403 of the Sixth Supplemental Na- 
tional Defense Appropriations Act was substituted for the House provision and 
became the original Renegotiation Act of 1942. This act was amended and ex- 
panded in the Committee on Finance of the Senate in October 1942. In 1943 
extensive hearings were held by the Committee on Naval Affairs of the House, 
the Committee on Ways and Means of the House, and the Committee on Finance 
of the Senate. The Revenue Act of 1943 made extensive amendments, originat- 
ing with the Committee on Ways and Means and the Committee on Finance, 
which committees also originated amendments providing for termination of the 
World War II statute. The renegotiation statute in effect from 1948 through 
1950 originated in the Committee on Appropriations of the House, and was never 
considered or amended as such by the tax committees of the Congress. For the 
first time, the tax committees in 1950 originated a renegotiation statute in the 
tenegotiation Act of 1951. 

This review of committee development of profit limitation on contracts and 
subcontracts for the materials of defense by the United States may serve to point 
up the difficulties arising from the provisions of the various statutes, and also 
whether the Congress should, in a study of the whole subject of profit limitation 
involved in a policy of obtaining the materials of defense at a cost reasonable to 
the Government, review the question of the procedures of Congress for carrying 
out such a policy, either in war or in a semimobilization period, as well as the 
profit limitation provisions themselves. 


In House Report 2549, 84th Congress, dated June 30, 1956, para- 
graph II, page 2, the Ways and Means Committee states its position 
as follows: 
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GENERAL STATEMENT 
(A) TWO-YEAR EXTENSION 

Your committee considers an extension of the renegotiation law beyond the 
present expiration date of December 31, 1956, to be necessary, because we are at 
present in a period of semimobilization with annual defense-procurement expendi- 
tures running as high as $17 billion. (See table 1.) This level of expenditures 
will continue for the next 2 fiscal years. The emphasis in the current defense 

rogram on rapid technological improvement in weapons makes pricing difficult. 
‘or these reasons your committee believes that a temporary extension of the 
renegotiation authority is presently required, although it should not become a 
permanent part of the law. The bill, therefore, provides that the Renegotiation 
Act of 1951, as amended, be extended to apply to receipts and accruals, which 
are attributable to performance prior to January 1, 1959. 

There seems to be some uncertainty over renegotiation not so much 
in principle but in application under the act of 1951 as well as renego- 
tiation as it has heretofore been applied by the Renegotiation Board. 

Elsewhere in this report, we have indicated that the concern of the 
subcommittee extended to maintaining this airframe industry upon a 
sound fiscal basis so that it would be continuously available to the 
Government as a source “in being”’ for defense production. In this 
report, we have called attention to the fact that this industry, to keep 
pace with the progress of the art, has committed itself to future 
capital expenditures on the order of some $350 million. Such a plant 
must be financed. We believe the ground rules relating to earnings 
and profit must be more certain so that such long-range expenditures 
can be made with a degree of assurance. 

We are concerned with the Renegotiation Board regulations which 
provide that their prior actions are not ‘controlling precedents,” 
and the “formula of an overall evaluation.’”’ Why these factors are 
not capable of explanation has not been satisfactorily answered, as 
far as we are concerned. 

The Department of the Air Force, in its prepared statement, argues 
that the continuance of the Renegotiation Act is necessary because 
“the fact of large volume procurement can be to distort the cost factors 
which form the basis for individual contract negotiations.” But the 
fixed-price incentive-type contract, calling for a sharing of savings by 
reason of reduction in costs, must be considered in the application of 
this abstract principle; and this type of contract predominates in 
those contracts which we reviewed and is widely boasted as an advan- 
tage to the Government. 

We think it inexcusable to allow statutory renegotiation to be 4 
years behind. If more help is needed, it should be requested and 
granted. To delay timely determination of profits for as much as 
4 years is unfair to the Government and unfair to the contractors 
who are expected to plan for the future. 

Planning is particularly important in the case of an art which is 
progressing as fast as aerodynamics and all of its counterparts. Vast 
sums are being expended in design competition and technical research, 
and to have statutory renegotiation impending for long periods is, in 
our opinion, a serious handicap to the progress of this industry as an 
arm of national defense. 

Therefore, we believe that Congress must immediately initiate a 
restudy not of the principle of recovering excessive profits but of the 
application of the statutes and the regulations and conduct of the 
Board itself. 


799385—_56——8 
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Therefore, it is our urgent recommendation that the Ways and 
Means Committee review the subject of statutory renegotiation as a 
staff study has recommended in the best interests of the Govern- 
ment; and, while adhering to the principle of recovering excessive 
profits, at least provide the more specific rules or guidance by which 
the principle of renegotiation is to be applied. 


V. Canrracts CoNsIDERED BY THE SUBCOMMITTEE 


Boeing Airplane Co.—12 Air Force contracts 


Contract Nos. Type aircraft 


A F33(038)—14764 KC-97. 
AF33(038)—21096 B-52, RB-—52. 
AF33(038)—21407 ~ B-47, RB—47. 
AF33(600)—5148 B-47, RB-47. 
A133 (600 5805 KC-97. 
AF33(600)—22119 RB—52. 
AF33(600 22235__. KC-97. 
AF33(600 22284 B-47, RB—47. 
AF33(600 26235 B-—52. 

AF33 (600 28223 B-52. 
AF33(600)—28410 KC-135. 
W33—038ac—22413 B-—47. 





Chance ‘ought Aircraft, Inc.-—6 Navy contracts 
Contract Nos Type aircraft 
NOa(s)—51—-156-28 Wea t -~« Bsus. 
NOa(s 51—498—-100 J . ek 
NOa(s)—51-643 F7U-3. 
NOa(s)—51-863-11_ AU] 
NOa(s)—54-319-50 _ F7U3M. 
NOa(s)—9937-14 F7U-1. 
NOTE Contracts NO 51-104 XW U-!1 aircraft) and 53-603 (A2U-1 aircraft) were terminated after 


2810 and 2813 


initial tests (pp. 


Convair Division of General Dynamics—4 Air Force contracts, 1 Navy contract 
Contract Nos. Type aircraft 
AF 33(038)—15425_- ; T29-B. 
AF 33(600)—5928 , .--. T29-C, -D; C-131A. 
AF 33(600)—5942 a~ He F—102. 
AF 33(600 22317 r29-C, -—D; C-131B. 


NOa(s)—51-143-i 
NorTe.—Contract NOa(s) 52-835 (F2¥ 


R3Y-1, -2. 


1 aircraft) was partially terminated in 1954 (p. 2811). 
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Douglas Aircraft Co., Inc.—9 Air Force contracts, 22 Navy contracts 


Contract Nos. Type aircraft 
AF’ 33(038)—0345..........._... += MORQAA. 

AY Beruse)— 14765... .....<..2.....- _. C124, YC-124B. 
A¥ 33(600)—5806.................... se ee 

AF 33(600)—9646________________- _... B-66. 

Ar Sogoe)—16314........._..__....- _._. B-66; RB-66. 
AF 33(600)—22452______ eG ae _. C-133. 

AF 33(600)—25669____________ ae a ___.. RB-66, B—66. 
PR | s.r B-66; RB—66. 
pS EES | a  } bye 

le CE oS a a AD-4, -4N, -4W. 
by SE) ae ae F3D-2. 
pS OS ES es oe oe R6D-1, -2; C-118A. 
NOa(s)—51-—630............... -- _...._.... AD-4, -6. 
NOa(s)—51-632_____ ae: fe ee Jceawes ASD-1. 
PiQate)——-$ 1-647... ce ec eee F4D-1. 
EE en ee %6D-1. 
Wiieie)—-Ga-247.........-......... once. AD-5, -5W. 
NOa(s)—52-977__..________________. _._.. F4D-1. 

N Oa(s)—52-979__._.._____._____________ _.. AD-5, -5N. 
NOa(s)—52-980____________. Wee a, ae SS 

N Oa(s)—52-981____.____________. _..-.. A-3D. 
NOa(s)—53-381________ St, ON 4: 56, Ee _. A4D-1. 
NOa(s)—53-382__._.__________- Rate oe A4D-1. 

Mee) 5-600... ~~. ee eee C118A., 

be CS A4D-1. 

ee Sa ee F4D-1. 

INGE 4 a eee AD-5W. 

N Oa(s)—54-325____________ ‘= eres AD-6. 

N Oa(s)—55-189_..._-___________________ A4D-1, -—2. 
OES | Se eee F3D2. 

DOC 0 ee ec ecm wenween A2D1. 


NotTe.—Contracts NOa(s) 51-138 and 51-631 for A2D-1 aircraft were canceled due to delay. Contract 
NOa(s) 51-636 for F3D-3 aircraft were canceled as need for that type aircraft not considered great. 


Fairchild Engine and Airplane Corp.—? Air Force contracts: 


Contract Nos. Type aircraft 
A¥33(038)—18400.........<..-..... 2. .-- C119F, R4Q-2. 
AF33(600)—22285_____________ a a Cahir C-119G. 
AF33(600)—232019................._____-.- C-119G., 
AF33(600)—26021___._____________________- C-119G. 
APoetoee)—Bo000......~..-...........---.-.- C-—123B. 
W33-038ac—124________ WG tk ee aaa Development of C82 to C119; 
R4Q-1. 
W33-038ac—19200__________________ ee XC-120; C—-119,-119H,—-119F. 


Grumman Aircraft Engineering Corp.—14 Navy contracts: 


Contract Nos, Type aircraft 


Pepa (A) ne. 6 is ee ee eee eee F9F-—2,—5,-6. 
NOa(s)—51—-074_________ oiee _._..... AF-2S,-38,-2W. 
NOa(s)—51-635_____ __ . nee S2F-1,-2. 
NOa(s)—51-638__.._____._______________._. F9F-6,-6P.-7,-8. 
NOa(s)—53-099___ 3 i See _ S2F-1. 
NOa(s)—53-125_____ Ds ere . 
NOa(s)—53-273__..____.__________ aes TF-1. 
NOa(s)—53—394__..........._____________- UF-1. 
NOa(s)—53-1013___._____________________. (*), 
Digan) Getta... ke ee _ F-8. 
NOa(s)—54—560i_._.-.......____________. _ F11F,-1P. 
NOa(s)—55-125___._______________________ F9F-8-8R. 
NOa(s)—55-171__._..__._..___________ _._... UF-1. 
NOa(s)—55-187____- ome es Rl Ae Say FOF; F11F-1P. 

! Mentioned (p. 2073) without aircraft type. 

NotTe.—Contracts NOa(s) 51-140 and 51-639 for F10F-1 aircraft were canceled due to aerodynamic de- 


fects (pp. 2808-2809). Contracts numbered NOa(s) 51-188, 51-230, 51-633, 51-656 are listed (p. 2791) with- 
out mention of type aircraft. 
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Lockheed Aircraft Corp. 


Contract Nos. 
pe |) a ee rant 
AF33(038)—9205__ oo or 
AF33(038)—O0844..._......-...--..- = e 
AF33(038)—11205__ ; ee a 
A F33(038)—14804 = : “ 
AF33(038)—14805__- . . 
A F33(038 14806- pes 
AF33(038 21030_- 4 ee 
AF33(038 23071 ae Peed a 
A F33(038)—30543 PT ae 
AF33(600 6578_.. ae 6 | sat, SE era en 
A F33(600 | a 3 Ne Spe 
AF33(600 22282. j ee NS 
AFS3(600)—22286.__...._........ aft 
AF33(600 2aa0e.... is le as tee a 
APG) —s00e0. | ok oe ee ewe 
AF33(600)—26877__..____________ MS ape 
W33(038)—19283_____ . ae 
NOa(s I a 
NOa(s)—51-026...._...__........... SECs 
Mia(s)—51—142.... ee. P ‘ 
N Oa(s)—5 1-228 _. aye = si a — 
N Oa(s) ‘_ > a cis ee ee ee 
NOa(s (eee Ps eee Rae 
NOa(s <)>) eS oe 3 fe See ees oe 
NOa(s)—51-655________ 435 LS See 
OST Se > ee nee 
N Oa(s) —52—983___ De: i cs sh od Smit 
NOa(s)—53-332....._.__....... 
NOa(s)—53-604__..__________- cee 
NOa(s) 10487 _. i as - 


Martin Co., Glenn L.—2 


Contract Nos. 
AF33(038)—22617_---_- E 
AF33(600)—22208___- 
N Oa(s)—51-024-i_ _ 
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N Oa(s)—51-684-i______________- 
N Oa(s)—52-982__ 
NOa(s)—10382___- 


McDonnell Aircraft Corp. 


Contract Nos, 
AF33(600)—8743____- 
AF33(600)—23393_-__- 
AF33(600)—26859______ 
AF33(600)—29841______ 


NOa(s)—51-023-i- é 
NOa(s)—51-640-i_____._- ee 
NOa(s)—53-—204____ oes 
NOa(s)—9768______- aifeper seer se ae 
N Aa(s)—10481__-_-_- ahr, 


18 Air Force contracts, 13 Navy contracts 


Type aircraft 


YC-130. 


T33. 
C-130. 
XF-104. 
T33. 


. C-130. 


T33. 

WV-2. 
P2V-5. 
R7V-1,-2. 
P2V-6,—6B. 


_ WV-2. 


P2V-5. 
P2V-6,-6B. 
R7V-1,-2. 
WV-2. 
P2V-7. 
WV-2. 


__ WV-3. 


P2V-5. 


Air Force contracts, 4 Navy contracts 


Type aircraft 


_ B57A,-57B; RB57A. 


B-57B. 
P5M1. 
P5M1. 
P5M1, P5MIG, P5M2. 
P5M1. 


contracts, 5 Navy contracts 


Type aircraft 


F-101. 
. F-101. 
F-101. 
F-101. 


F-2H3,-2H2P. 
F3H. 

F2H. 

F2H-1. 
F2H-2. 
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North American Aviation, Inc.—23 Air Force contracts, 11 Navy contracts 


Contract Nos. Type aircraft 


AF33(038)—8953__--_-__- a ae T28A. 
AF33(038)—9211 _. F-86D. 
AF33(038)—14800__ 3% ; F—-86D. 
AF33(038)—14801 F-86F, —86E. 
A¥F33(038)—17206 T28A 
AF33(038)—18988 : F-S86F. 
AF33(038)—19056___ ; F-86D. 
A¥F33(038)—27681 : RF-—86!I 
AF33(600)—5895 T28A. 
AF33(600)—6202_. : 


\F33(600) —6517 
AF33(600)—6545 
A F33(600)—8505 
AF33(600) —22303 
AF33(600) —22304 F . 
AF33(600) —22305 F-86H. 
AF33(600) —25402 F-86K 
AF33(600)—26479 
AV33(600)—26962 


= ‘—1QOA, 
AF33(600)—28736 _ F—-100C, -100D. 
AF33(600)—29150__ ‘100D., 
AF33(600)—29371 “S6F, 
W 33-—038ac—21800 T28A. 
NOa/(s)—51-—139i- AJ-2P. 
NOa(s)—51-634i- AJ-2, -—2P 
NOa(s)—51-642i_ “ FJ—2. 
NOa(s)—52-978i_ FJ-3. 
N Oa(s)—53-313i_ _ T28B. 
NOa(s)—54-318i_ _- T28B. 
NOa(s)—54-322i_- FJ-3. 
NOa(s)—54-323i_ ___- e FJ—4. 
NOa(s)—9243__._______ Lee _._.. AJ-1. 
pp OVE (> Re ee Titscie yee steam Ss 
NOa(s)—10486____ - ee ee > 


Note.—Contracts N Oa(s) 10092 (A2J-1 aircraft) and N Oa(s) 52-988 (SNJ aircraft) were canceled (pp. 2807, 
2813). 


Northrop Aircraft, Inc.—6 AF contracts 


Contract Nos. Type aircraft 
ee Ee SB la cccwen F-89. 
AF 33(600)—6560__..........__-- .. F-89. 
PE SS (ESS 25 pe naar (*) 
pel Ree aa (?) 
W33-038ac—1451_.___- Hp oe cye By seeped PE F-89. 


1 Mentioned (pp. 2709-2714) without aircraft type. 


Note.—Contract ‘‘6580’’ mentioned (as per p. 2402) without aircraft type. 


Republic Aviation Corp.—6 AF contracts 


Contract Nos. Type aircraft 
Fg BS >, ee ee __ F-84F. 
AP 33(088)--14810: . oo: _... RF-84F. 
AF 33(600)—6581________________ _...... RF-84P. 
BF Gore TOE. |. occ ee eee F-84F. 


BP Pe aoe ence wenn noccoume RF-84F. 
BF COONS oo oo oc ennkccawednmees F-84F. 
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VI. SaLtaries, Bonuses, AND INCENTIVE PAYMENTS 


These 12 companies have widely varying policies on the compensa- 
tion for executives. Air Force and the Navy have different policies 
on allowances for salaries, bonuses, and incentive payments. 

We were told during our hearings in March that the Defense Depart- 
ment had under consideration a definitive policy for both services. 
But, on January 4, 1956, and again on June 4, 1956, Air Force procure- 
ment circulars were issued, the general purport of which was that the 
Air Force would undertake to approve salaries in excess of $25,000. 

The Navy, on the other hand, has had no regulation and has handled 
executive salaries, bonuses, and incentives as cost allowances on a 
company-by-company basis, with no particular formula for any 
company. 

There has not been forthcoming, from the Department of Defense, 
any statement of a unified policy. 

Air Force Procurement Circular No. 19 of June 4, 1956, closely par- 
allels Navy practice, as we view it. Paragraph 54-900 says that “any 
acceptance” of wage and salary schedules “should be considered as a 
determination or acceptance of costs resulting from such schedules for 
allocation to Air Force contracts.” 

Paragraph¥54—904 provides that when salaries ‘appear as a part 
of a negotiated overhead rate’? they must again be reviewed for 
acceptability. 

Section 54-905 (b) (1) covering salaries “in excess of $25,000” 
provides for consultation and approval by Headquarters AMC ‘‘un- 
less an agreement and approval had been reached prior to January 4, 
1956,” or the “contractor’s proposals were not in excess of those 
previously approved” or if the administrative contracting officer 
“determines that prior approvals and authorizations ought to be 
reviewed, the matter should be referred to Headquarters AMC for 
final determination.”’ 

All of this means the same welter of confusion which has heretofore 
existed. 

The subcommittee recognizes the importance of an adequate reward 
for the skilled management and executive competence. However, the 
subcommittee is not persuaded by company statements on the 
importance of salaries, or of incentive bonuses for doing a job for 
which a basic salary is paid and of the other devices which have been 
set out in the presentation of the several companies to us. We find 
there is no pattern among industrial concerns generally in this regard. 
(See exhibit A (pp. 3129 to 3139) on industrywide salaries, bonuses, 
etc.) 

We think, in short, that the proposal to charge all executive salaries 
and bonuses, incentive or otherwise, as cost allowances on Govern- 
ment contracts, is unwarranted. 

The position of the subcommittee is this: 

There should be set up among all services a salary allowance 
schedule for executive compensation which could be included in the 
cost allowances for general overhead assigned against various con- 
tracts of the Government. Beyond such a level, which we think 
should be reasonably conservative, we believe that all additional 
compensation, be it salary, bonus, incentive payment, or the like, is 
a subject for payment out of the profit earned on Government con- 
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tracts. It is a matter between executive officers and their board of 
directors to determine the use a company makes of its profits. 

The Government has not stinted in supplying plant and working 
capital through the medium of advance capital, and balance sheets 
indicate that they are adequately rewarded for capital and manage- 
ment supplied, and are financially sound, even though almost entirely 
dependent upon Government business. The public has assessed that 
soundness in stock quotations of outstanding shares. 

Earnings are clearly set forth in the foregoing tables and we think it 
unnecessary, in these circumstances, that excessive executive compen- 
sation should be made a part of the cost or overhead for performing 
Government contracts. 

Contrasted with executive salaries are the salaries of their opposites 
in the military service who are expected to be qualified to contract in 
the name of the United States. We think a wage scale, which is 
generally GS-11, and in a few instances reaches GS-16, for men who 
are expected to match wits and wisdom with the representatives of 
the contracting companies, is grossly inadequate. 

The Air Force, in testifying before the House Appropriations Com- 
mittee, said that 95 percent of its procurement personnel are civilians 
with a tremendous value and a great responsibility resting upon them. 

We recommend a reappraisal of qualifications and salaries of Gov- 
ernment civilian procurement personnel and a prompt adjustment of 
salaries commensurate with responsibilities. 


VII. Prorirs 


The subcommittee has considered the financial data submitted by 
these 12 companies as to their operations and earnings during the 
period 1952 to 1955 set out in detail in the hearings; the tables in 
this report; the balance sheets; the individual contract reports; and 
the total income and disposition thereof from (in most cases) sub- 
stantially 100-percent Government business. 

The subcommittee concludes, on the evidence, that there has been 
no showing that, on the average, the profits allowed are excessive. 

On the individual contracts reported, many of which are “‘incentive 
type” subject to redetermination, it may appear that the profits 
claimed are higher than they ought to be, but we consider that redeter- 
mination will adjust this. 

The Navy target, while not expressed, appears to range from 7 to 
10 percent. Air Force target earnings appear from all this data on 
individual contracts to have been somewhere between 8 and slightly 
over 9 percent, subject to the readjustments. 

At the outset we made clear that our consideration of profit related 
primarily and directly to production model types which were to 
go into the inventory of Air Force and Navy; and that we excluded 
from specific consideration other Government business in research and 
development. We have tested our conclusions concerning these 
contracts against the total business of companies by reference to bal- 
ance sheets, investment, nature of the work being performed, and 
contrasted them with the returns in other industries. 

It is not to be expected that the airframe industry, which is almost 
100 percent Government financed, with low private capital investment, 
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and large plants supplied by the Government, plus the large amount 
of working capital supplied by the Government in advance payments 
should expect an earning power comparable to business with heavy 

capitalization and the risk of commercial sales and inventories. 

Adjustments either with individual companies or on individual 
contracts on redetermination, will, in our opinion, more than account 
for what may appear, in a few instances, to be overpayments. When 
these are balanced off against the low profit contracts, it will then 
appear that on the average the profits throughout these 12 companies 
are not excessive. 

We have viewed the industry, represented by these 12 major 
producers, as a whole; and our conclusions relate to them as a whole. 

We have considered this industry by its own definition as a ‘“‘con- 
tracting industry” with low capitalization and investment, offering 
skilled management for the production of military airframes in the 
free enterprise system. 

It is our opinion that the Government is getting substantial value. 

The subcommittee repeats its observation, often voiced by the 
members during the course of the hearings: This is an industry which 

cannot survive, on a comparable scale, without military production. 
The irrefutable evidence is that the moment military orders are either 
withdrawn or curtailed, the industry is in the doldrums. 

What we have seen, then, is a national asset in facilities and proven 
capabilities for production, both in plants and skills, as a weapon for 
defense. 

An examination of these plants and the personnel operating them is 
a source of confidence to the members of the subcommittee who were 
able to complete such a tour. It is a plant and a force which we 
require “in being’”’ for our safety. 


COMPETITION BETWEEN COMPANIES 


In the present method of contracting, there is competition for design 
among these several contractors. That design competition involves 
an expenditure of large sums of working capital. It stimulates 
‘creative thinking and progress. 

It is not uncommon for many millions of dollars to be expended 
in design competition among companies with no certainty of obtaining 
acontract. This isa factor which is not too well understood. 

In the conventional sense competition is bidding to produce the 
same xrticle between responsible bidders. But design competition in 

the airframe industry is not competition to produce the same article. 
Each does not bid to build the same airframe. Design competition, 
as used in this industry, is competition on performance requirements 
and characteristics. 

\ design or model is conceived, planned, and produced, originally, 
by each of these competing companies through their engineering and 
scientific skills. If the model design produc ed meets the performance 
requirements it may be accepted. If it fails of acceptance by either 
Air Force or Navy, that loss is borne by the company to a very large 
extent. 

The moneys which are expended in that undertaking are a part of 
the cost of doing business, and serve to diminish the earnings of these 
companies. 
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It is, of course, not true to consider that all of the studies which 
go into design such as testing, study of friction, weights, stresses 
and the like is total loss, but, at least, it is immediate cash loss when 
the design competition fails. 

These companies, therefore, have a risk, in addition to the prospect 
of contract cancellation, as our military requirements ebb and flow. 
When considering profits as a means to financial stability, this must 
be taken into account. 


VIII. SHorTAGE oF SCIENTISTS AND ENGINEERS 


While not stressed in our printed hearings, excepting as an item of 
expense in recruitment, the matter of scientific and engineering 
personnel required in this industry assumed alarming proportions as 
the subcommittee visited plants and talked with the personnel con- 
cerned with this subject. 

In the course of the hearings, on contributions and donations, some 
emphasis was placed upon the school programs of several of the com- 
panies. These programs were varied in nature. Some were very 
comprehensive, ranging all the way from scholarship funds to dona- 
tions for engincering and sc ientific schools. 

We have, at this time, no firm rule among the services, as far as we 
are able to observe, on the cost allowance of such items. 

If America is to maintain superiority, while it knocks at the threshold 
of space in the developments of both planes and missiles, it is apparent 
that we will need more scientists and a larger number of engineers. 

There is a divided responsibility in this respect. 

Both Government and industry share the duty of stimulating the 
sources which will produce needed personnel, both as an asset to 
business and as a need for the Nation. The problem of the companies 
is relatively plain. Such programs take money. They must be 
financed, obviously, out of the income of these several companies. 
There is no particular magic in discovering the source of this money. 
On the other hand, the Government, as the guardian of the national 
interests, has a duty to do its fair share in fillmg what is obviously a 
void in our national resources. 

As we view it, the problem properly falls into several parts: 

1. What can industry and Government, separately and in combina- 
tion, do to stimulate a greater potential among our youth for the 
scientific and engineering vacancies which exist not only in the 
airframe industry as a matter of immediate concern, but in all industry? 

2. What appropriately may be allowed charged against airframe 
contracts in cost allowances for the contributions, in money, made by 
industry to stimulate (a) the recruitment of scientific and engineering 
personnel; (6) the development of such personnel resources at (1) 
graduate level, (2) college level, and (3) high-school level? 

We consider them in the inverse order. The high-school problem 
was the matter which stunned the subcommittee. In examining the 
data which the subcommittee has assembled, in addition to its printed 
hearings from the Department of Commerce, the Atomic Energy 
Commission, the Department of Defense, and most educational 
bodies, we are appalled at the scope of the problem of basic education 
for scientists and engineers. The fault is not wholly lack of money 
for our school systems. 
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We could well summarize by asking this question: ‘Whatever 
happened to reading, writing, and arithmetic?’ Last year, a debate 
raged in the press over the reading ability of children in grade and 
high schools. 

As a result of our inquiry into the potential sources of scientists and 
mathematicians, we would like, for our part, to know the answer on 
what has happened to arithmetic. 

According to an Atomic Energy Commission study, half of our high 
schools do not teach mathematics beyond introductory algebra; and 
half of our high schools offer little or no instruction in physics or 
chemistry. 

In the last 50 years, the percentage of high school pupils studying 
algebra has dropped from 52 to 27 percent; those studying geometry, 
from 27 to 13 percent; while students of physics have dropped from 
23 to 4 percent; and chemistry, from 10 to 7 percent. The appalling 
thing is that the trend seems downward. These percentages become 
all the more frightening when it is considered that in 1960, our high 
school population will be approximately 12 million students. These 
are the potential from which must be drawn the scientists and the 
mathematicians necessary to sustain our relative position in the world. 

At present, with 7 percent of the world’s population, we, as a nation, 
are responsible for one-half the world’s production. The cold figures 
remind us that within 20 years, if we are to maintain our relative 
position in the world, we will have to produce 40 percent more than 
we are now producing. On that record, therefore, we are headed for 
defeat because of the diminishing number of those needed to carry 
the scientific and engineering load upon which technical progress 
depends. In short, our scientific and mathematical resources in 
numbers is fast running out. 

These airframe companies have, we feel, in a commendable fashion 
and within the limits of their competence and responsibility, endeay- 
ored to do something to stimulate interest and to encourage high- 
school students in the sciences and in mathematics. 

It does not bulk large in the face of the problem. These contribu- 
tions or donations, we believe, should be made to recognized agencies. 

The second category has to do with the college level. These ex- 
penditures by the different companies (by no means do all of the 
companies take the same interest in this subject) take the form of 
scholarship funds (1) in direct grants to the colleges, (2) in scholarship 
awards. The programs in the latter category have been of very recent 
origin. 

However, figures reaching us from 1 company alone indicate that 
of 13 scholarships awarded, 5 of the graduates had joined the company 
who awarded the scholarship. 

We recognize that the day of the indentured servant, educational 
or otherwise, has passed; and we know that there can be no firm con- 
tractual arrangement between boys awarded a scholarship and the 
company making the award, It must depend upon moral suasion and 
responsibility and not legality. We would not have it otherwise. 

Another category of expenditures has to do with moneys paid 
either as tuition or as time allowances to employees already engaged 
by the company who are completing their studies while employed. 
We distinguish this from the cooperative educational arrangements 
between institutions whose students work part time as a part of the 
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college curriculum. Such a program should be vastly expanded. 
[t does not present a problem of cost allowances, since payment made 
to these students is for services rendered. 

As to tuition grants and other stimuli to keep employees and to 
improve their technical knowledge by extracurricular studies, we 
think every such program deserves encouragement and should be 
extended to every company in the industry in substantial proportions. 

To those companies who have been in the forefront of these under- 
takings, we offer our congratulations; and, to those who have been 
lagging in this very obvious duty to replenish the sources necessary 
to maintain their position, we invite their further attention in the 
hope that when a subsequent review of airframe contracts is under- 
taken, there will be a unanimity of practice in this regard. 

The third category has to do with the postgraduate work. As to 
this, we would encourage every contribution made to improve, 
exps and, and extend the scientific base, in this very complex industry. 

The airframe industry accounts for approximately 10 percent of 
the total scientific and engineering personnel available in the country, 
with the heaviest emphasis being upon mathematics. 

The industry is lagging now, as near as we can judge, in about 
10 percent of its present requirements, to say nothing of its future 
requirements if expansion should be suddenly required. 

The problem, therefore, is of overwhelming proportions. We be- 
lieve that the services should have a liberal and enthusiastic approach 
in encouraging these programs for supplying the known requirements 
of scientific and engineering personnel. This is one 
the broad approach should be used. 

The costs are infinitesimal in proportion to the great burden of the 
present recruitment program, as to which there is no question of 
allowance of costs. Advertising costs have quite uniformly been 
allowed. But there is little encouragement on the results of these 
expenditures. 

Competition as an abstract principle is desirable, but competition 
in recruitment of engineers bas grown to enormous proportions. It is 
a race in which all of the contestants are at a distinct disadvantage. 

But our real concern is with the output of engineering and scientific 
talent. 

In 1955, our output was approximately 23,000 engineers 
63,000 in Russia. We can lose this race. 

We must, together, industry and Government, use every means to 
acquire a new supply of scientists and mathematicians. Plants, 
machinery, and investments mean nothing without the 
brains to utilize them. 

As a nation we have some soul-searching to do, both at home and 
in our school systems, when we consider that we are spending more 
on comic books each vear than we spend for all of the textbooks used 
in our grade and high schools. 

It appears to the subcommittee that the elective svstem so widely 
used in the high-school courses of our country in the 
these sobering facts has taken a frightful toll. 

To keep our present position in the world, the void among engineers 
and scientists will have to be filled out of the high schools of today; 
and we had better get back, very quickly, to “reading, writing, and 
arithmetic.” 
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The high rate of attrition among scientific and engineering per- 
sonnel (approximately 17 percent) and shortages, are the causes of 
very large advertising expenditures. For that reason, it is the sub- 
committee’s view that efforts and expenditures made to aid and assist 
in the education of scientists and mathematicians are quite as im- 
portant as advertising and recruiting. 

As we have pointed out in this report, the demand for new personnel 
in this field is growing as the art progresses. We are astounded at 
the cost of recruiting these personnel in the first instances. Where 
costs were computed, they were estimated to run as high as $2,000 
on the average for these replacements. The Government is bearing 
a terrible burden to fill these needs. The only satisfactory solution 
is to produce more engineers and scientists from our school systems, 
and, therefore, aid in that field is, we believe, a legitimate charge 
against the present contracts. 


IX. EmpLoyMENT OF RETIRED OFFICERS OF THE UNITED STATES 
Miuuirary EstaBLIsHMENT 


A question persists in this subcommittee concerning the relation- 
ships of retired United States military officers who are employed in 
businesses whose chief customer is the Military Establishment. 

We are not concerned with the strict legal question. We are con- 
cerned with the responsibility which these companies have to them- 
selves, their stockholders, and the people of the United States, 

The presence of retired military personnel on payrolls, fresh from 
the “opposite side of the desk” creates a doubtful atmosphere. 

The facts have been spread upon the record. There is no occasion 
for repeating what has been shown. 

Companies whose business is so closely interwoven with the Military 
Establishment ought to lean over backward so that no suggestion of 
favoritism, influence, or ‘“‘old school tie’’ could be read into their con- 
duct. Several companies have employed retired personnel on what 
are plainly jobs calling for special skills and not policymaking or man- 
agement. We think such competence should be utilized. 

But there is a very clear line of demarcation between such positions 
and the roles of management and advisory groups, where there is, 
from the printed record, very little evidence or definition of what is 
supposed to be done and what the relationship is to be with the 
Military Establishment. 


Approved unanimously by the subcommittee, July 13, 1956; ordered 
printed and published. 
F. Epwarp H&pert, 
Chairman, Subcommittee for Special Investigations. 
Approved July 13, 1956. 
CarL VINSON, 
Chairman, Armed Services Committee. 
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Exuipit A.—Table of salaries in industry 


(With permission of the copyright owner from Business Week, issue of June 2, 1956] 


AGRICULTURAL MACHINERY 


Salary Bonus 


Allis-Chalmers Manufacturing Co.: 
R. 8. Stevenson, president 





COSTS AND PROFITS 


1955 total 


$85, 033 


Sa A $85, 033 

J. L. Singleton, vice preside nt... 54, 350 54, 350 

W. G. Scholl, executive vice president _- 54, 200 54, 200 
Deere & Co.: 

Burton F. Peek, chairman __- 94, 039 | 94, 039 

Charles D. Wiman, president !_._.____- 60, 032 | 60, 032 

Wm. A. Hewitt, president 83, 084 83, 084 

Bruce Lourie, vice president 80, O84 80, 084 
International Harvester Co.: 

John L. McCaffrey, president -- dee 211, 858 211, 858 

Peter V. Moulder, executive vice p resident 136, 520 136, 520 

Christian E. Jarchow, executive vice president. 128, 434 | 128, 434 | 

AIRCRAFT MANUFACTURING AND COMPONENTS 


Douglas Aircraft Co.: 








Donald W. Douglas, president. _- $162, 528 $162, 528 
*. W. Conant, senior vice president - 108, 518 108, 518 
Arthur E. Raymond, vice president 76, 113 76, 113 | 
Lockheed Aircraft Corp.: 
Robert E. Gross, president..........____-- 2 143, 408 be 143, 408 
: ourtlandt 8. Gross, executive vice president . 2-112, 487 $8, 000 120, 487 
A. Barker, Jr., vice president - rc 2 113, 421 113, 421 
United Aircraft Corp.: 
H. M. Horner, president__-___-- acne : 185, 700 y 185, 700 
Frederick B. Rentschler, chairman 3_- 125, 450 125, 450 | 
Wm. R. Robbins, vice president 120, 800 120, 800 | 
Leonard 8S. Hobbs, vice president - ____- 140, 000 140, 000 
AIRLINES 
ae Airlines, Inc.: 
R. Smith, president CEP OS RECO, * Pn | $75, 000 $75, 000 
W illiam J. Hogan, senior vice ‘president Ba ae 55, 000 55, 000 | 
y . Jacob, senior vice president. _ _--- ede niet 55, 000 55, 000 | 


Trans World Airlines, Ine.: 
R. 8S. Damon.* president..................- 


5 107, 114 
Warren Lee Pierson, chairman 


$15, 330 


122, 444 | 
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1954 total 


$68, 666 
52, 683 


73, 052 
67, 200 
18, 774 


145, 400 
94, 860 
88, 210 


$158, 625 
105, 816 
74, 091 


143, 221 
104, 754 


113, 226 


185, 750 
126, 350 
111, 409 
140, 400 


$73, 185 
47, 707 
47, 707 


103, 934 








RE ae 5 75, 509 13, 526 89, 035 89, 837 
John A. Collings, executive vice president _- 5 56, 769 10, 666 67, 435 | 61, 248 
United Air Lines, Inc.: 
William A. Paterson, president _____--._-- eacskel 100, 000 100, 000 100, 000 
J. A. Herlihy, vice president. -_ . 46, 000 44, 000 
Otis E. Kline,* vice president. -_----_- 45, 000 45, 000 
APPAREL 
Cluett, Peabody & Co.: 
Barry T. Leithead, president $104, 563 7 $53, 000 $157, 563 | $105, 443 
Robert M. Dowling, vice president__..___- 56, 992 7 25, 841 82, 833 52, 359 
Robert L. Palmer, vice president -__.--- -- 50, 000 | 7 20, 813 | 70, 813 51, 081 
Hart, Schaffner & Marx: | 
Meyer Kestnbaum, president__-__- 100, 100 100, 100 100, 000 
John D. Gray, vice president....................- |), es 54, 580 54, 580 
Morris Greenberg, vice president--__.. __- on 50, 000 50, 000 50, 000 
| | 








| Died May 12, 1955; Hewitt elected president May 24. 
2 Includes pension pay ments of $17,480, $10,041, and $24,699, respectively, 
?Died May 1956. 
4 Died Jan. 4, 1956. 
5 Includes retirement payments of $11,115; $9,610; and $7,969, respectively. 
® Resigned Jan. 31, 1956. 


7 Amounts paid or payable under incentive pay plan for awards made for 1953-55. 


year installments after termination of employment. 





Paid in 5 or 10- 
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Exuisir A.— Table A salaries in industry—Continued 





ITO PARTS 
Salary Bonus 1955 total 1954 total 
Bendix Av iation Corp. (year ended Sept. 30): 
Ferguson, president 3 ' > $142, 749 . $142, 749 $140, 349 
whi rles M: arcus, Vice president____- ‘ 5 90, 300 aa 90, 300 88, 950 
P. Lansing, vice president ¥ we 5 83, 300 P 83, 300 
isla W: arner Corp.: 
R. C. Ingersoll, chairman and president ‘ ® 101, 000 40 $31, 250 131, 250 144, LOL 
R. S. Ingersoll, administrative vice preside nt 11 48, 270 W 34, 000 82, 270 
E. Russey, W arner Gear, president___ 11 85, 169 ” 50, 000 135, 169 
Thompson Produc ts, Ine. 
Crawford, chairman ; . , 155, 450 = 155, 450 159, 800 
a D: Wright, president ; 141, 500 141, 500 146, 100 
J. H. Coolidge, vice president __ . 85, 300 85, 300 88, 200 
AUTOMOBILES 
Chrysler Corp.: 
kK. T. Keller, chairman : $301, 000 $301, 000 $300, 900 
L. L. Colbert, president : 250, 900 | !2 $249, 800 500, 700 | 250, 900 
James C. Zeder, vice president _- * . 120, 400 12 149, 600 | 270, 000 115, 450 
Ford Motor Co.: 
Ernest R. Breech, chairman ‘ 185,000 | 13 380, 000 | 565, 000 | 
Henry Ford II, president ; 185,000 | 1 380, 000 565, 000 
Lewis D. Crusoe, executive vice president___- 150,000 | 13340, 000 | 490, 000 | 
Delmar 8S. Harder, executive vice president_ __- -| 150, 000 | 13 340,000 | 4 490, 000 
Benson Ford, vice president x 120,000 | 13 200,000 | ' 320, 000 | 
General Motors Corp.: | | j 
Harlow H. Curtice, president __- ; = 201, 400 15 575, 000 | 776, 400 | 686, OOO 
Albert Bradley, chairman_- ee 176, 525 15 515, 000 | 701, 525 | 611, 500 
Louis, G. Goad, executive vice president_. oa 146,300 | 15 450, 000 596, 300 | 522, 033 
Frederic G. Donner, executive vice president_____ | 146,300 | 1 450, 000 596, 300 516, 300 
- ee ee ee | : 
BAKING AND MILLING 
Contine 38 il Baking C 
R. Laughlin, pre sident : $91, 000 $91, 000 338, 000 
C oa Seaman, vice president : 49, 400 49, 400 18, 200 
George Faunce Jr., vice president -- 46, 800 46, 800 45, 600 
General Mills, Inc.: 
Harry A. Bullis, chairman -- , 112, 000 | 16112 000 118, 000 
Charles H. Bell, president 102, 500 16 102, 500 108, 000 
Walter R. Barry, vice president ; ‘ 86, 000 16 86, 000 92, 000 
National Biscuit Co.: } 
George H. Coppers, president -- 129, 200 129, 200 126, 800 
Roy E. Tomlinson, chairman. - 94, 000 94, 000 91, 600 
Edward 8S. Moore, executive vice president : 75, 400 75, 400 73, 400 
Pillsbury Mills, Inc. (year ended May 31): 
Philip W. Pillsbury, chairman_-__- 95, 173 95, 173 87, 893 
Paul 8. Gerot, president ae ; 109, 815 109, 815 101, 415 
R. J. Keith, vice president 58, 408 58, 408 49, 514 
Howard W. Files, vice president. 46, 855 46, 855 $3, 271 
Sunshine Biscuits, Inc.: 
Hanford Main, president 4 100, 000 100, 000 100, 000 
M. G. Johaning, executive vice president. __- 65, 000 65, 000 65, 000 
R. H. Schust, vice president ‘i ; 54, 000 54, 000 4, 000 


§ Supplemental pay plan awards over $3,000 paid in 4 annual installments. Payments included here are 
25 percent of awards for 1952, 1953, and 1954. 

* $84,100 corporation paid, balance payments under contributory retirement income plan purchased by 
company contributions. 

10 Payments in 1956 under contingent compensation plan 

| Includes $4,570 and $9,169 retirement pay, respectively 

2 Awards under incentive compensation plan payable in 5 equal installments, if earned out; 45 of this 
amount earned out Dec. 31 and payable on or before Mar. 15. 

‘3 Supplemental compensation payable in 3 installments, if earned out, 4%, Mareh 1956; 44, January 1957; 
44, January 1958. 

'* Plus $35,417 and $177,208, respectively, in pension payments. 

‘8 Bonus payable in 5 equal installments; include, respectively, 1,985 shares of stock valued at $77,713; 
1,832 at $71,723; 1,666 at $65,224; 1,666 at $65,224. 

16 Plus $12,000, $12,500, and $11,000 in deferred pay after retirement and $4,346, $3,977, and $3,337 in pension 
payments. 
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ExuisBit A.—Table of salaries in industry—Continued 


BEVERAGES AND CANDY 





Salary Bonus 1955 total 1954 total 
Coca-Cola Co.: 
H. B. Nicholson, chairman__- = $125, 700 $125, 700 $126, 300 
Felix W. Coste, vice president _ _- 70, 000 70, 000 70, 000 
Wm. E. Robinson,!’ president _ __-_- : 102, 225 102, 225 
Hershey Chocolate Corp.: 
P. A. Staples, chairman and president 75, 000 75, 000 75, 000 
J. J. Gallagher __- ; Salads 18 41,146 41, 146 40, 000 
BUILDING MATERIALS 
Crane Co.: 
J. L. Holloway, '® president $41, 867 $41, 867 $114, 600 
L. N. Blugerman, vice president ___- 63, 050 63, 050 53, 500 
F. F. Elliott,!® president_____- 82, 500 82, 500 
Johns-Manville Corp.: 
L. M. Cassidy, chairman - 5 ; 20 133, 367 170, 910 154, 044 
A. R. Fisher, president __- . 20 108, 546 138, 580 123, 175 
C. F. Rassweiler, vice president_.- : 20 82, 202 105, 028 | 
United States Gypsum Co.: 
C. H. Shaver, chairman_- patica 115, 913 . 115, 913 100, 000 
Oliver M. Knode, president _-__- : ‘ 90, 000 90, 000 90, 000 
H. F. Sadler, vice president eee SATE: 75, 000 75, 000 75, 000 


CHEMICALS 


Allied C hemical & Dye Corp.: 
. J. Emmerich, president $125, 000 $125, 000 $125, 000 
E. W. Clark,2! vice president 











69, 922 85, 000 
Glen. B. Miller, vice president 82, 500 80, 000 
Forbes Silsby, vice pre ssident 72, 500 
Americé an Cyan mid Co. 
K Towe, preside nt 90, 000 $80, 032 22 170, 032 284, 828 
W. G. Malcolm, vice president 63, 500 41, 911 22 105, 411 136, 060 
8S. C. Moody, vice president : 63, 500 41,911 22105, 411 136, 060 
Dow Chemical Co.: 
Leland I. Doan, president__-_--- ; : 137, 808 137, 808 137, 808 
Earl W. Bennett, chairman 99, 222 99, 222 99, 222 
Mark E, Putnam, executive vice president_- 107, 490 107, 490 107, 490 
E, I. du Pont de Nemours & Co.: 
Crawford H. Greenewalt, president. __-_- 178, 619 464, 000 642, 619 569, 056 
Walter J. Beadle, vice president a 94, 219 283, 000 377, 219 339, 800 
Walter Dannenbaum, vice president 91, 200 283, 000 374, 200 337, 226 
Henry B. DuPont, vice president _- 97, 650 283, 000 380, 650 
Eastman Kodak Co.: 
Thomas J. Hargrave, chairman : 209, 852 209, 852 208, 791 
Albert K. Chapman, president 207, 186 207, 186 203, 977 
Donald McMaster, vice president _- 138, 333 138, 333 126, 063 
Food Machinery & Chemical] Corp.: 
Paul L. Davies, president__ 60, 000 53, 903 113, 903 102, 000 
B. C, Carter, executive vice president 33, 000 17, 270 50, 270 46, 639 
James M. Hart, vice president_- 30, 000 27, 650 57, 650 
Ernest Hart, vice president 38, 000 16, 000 54, 000 
Monsanto Chemica] Co.: 
Charles A. Thomas, president__-_- 220, 000 220, 000 160, 000 
Robert R. Cole, executive vice president_ -- 170, 000 170, 000 115, 000 
Carroll A. Hochwalt, vice president 150, 000 150, 000 105, 000 
Union Carbide & Carbon Corp.: 
Morse G. Dial, president 262, 500 225, 000 
Howard 8S. Bunn, executive vice president 3 3 3 143, 333 120, 000 
Kenneth H. Hannan, vice president 5 000 23 85, 000 


7 In hiring Robinson as president, company agreed in addition to salary to (1) deferred pay plan of 
$25, 5,000 for each year’s service to be paid annually 1 year after termination as executive officer; and (2) stock 
option plan for purchase up to 25,000 shares at $117.25 a share for 5 years beginning Feb. 5, 1955. 
'§ Includes $1,416 insured retirement annuity plan. 
19 '* Holloway president until May 31, 1955. 
° Includes $6,367, $7, 046, and $4,702 retirement payments, respectively. 
21 Retired Sept. 30, 195 
22 Plus 2,929 shares, 1,177 she ares, and 1,177 shares, respectively, of common stock payable on termination 
of e employ ment under plan adopted in 1955. 
> Plus $83,386, $56,984, and $34,140 under contributory and noncontributory pension and retirement plans. 
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Exurpit A.— Table of salaries in industry—Continued 
CIGARETTES 


l ica | 
| Salary | Bonus 1955 total | 1954 total 


American Tobacco Co. 
Paul M. Hahn, preside nt 


| | j 


$120,000 | $ 


ee 152,724 | $272,724 | $255, 502 
Preston L. Fowler, 4 vice preside nt_. 50, 000 122, 179 172, 179 | 158, 402 
Richard J. Boylan, vice preside nt sa EE 50, 000 | 122,179 | 172, 179 |_- : 

L lggett & Myers Tobacco Co.: | | | | 

. Few, president Sn ce Oe oe 55, 000 } 180, 395 | 235, 395 207, 030 
W. Blount, vice president - Hie 44, 000 108, 237 | 152, 237 135, 218 
J. N Wellman, vice president_______- uicabivened | 40, 000 | 108, 237 | 148, 237 | 131, 218 

R. J. Reynolds Tobacco Co.: | } | 
John C. Whitaker, chairman_-_- : i teil dee 168, 189 ee 168, 189 | 184, 760 
PS eee ae Bs aera ee | 121, 032 | : ‘ 121, 032 | 124, 220 
Bowman Gray, executive vice president --| + | aa, 95, 800 | 107, 320 

Philip Morris & Co.: 

O. Parker McComas, president Ss a ar = 100, 160 | : ‘ 100, 160 | 93, 160 
L. G. Hansom,*5 senior vice president. _........-.-- 50,120 |_-- rua 50, 120 | 50, 600 
W. H. Hatcher, vice president-_................... | 50, 000 |_- ‘ 50, 000 49, 500 
C. T. Ames, 3r., vice president...................<. oe aay 50, 000 | 49, 500 
J 
COMMUNICATIONS 
Roe? ee 4 niet hae ha yo | Ea a oA 
sory Telephone & Telegraph Co.: | 

Cleo F. Craig, president : | $217,119 ‘ $217,119 | $206, 800 
Hal S. Dumas, executive vice president ----| 157,995 | 157,995 | 156, 920 
William C. Bolenius, vice president __-- eee. 99, 900 99, 900 | 97, 250 

General Telephone Corp.: | 
Donald C. Power, president ren ee SF 105, 208 | 105, 208 86, 250 
Thomas A Boyd, vice preside nt. Agha AIR RRS Som: 43, 124 sek 43, 124 35, 416 

CONTAINERS 

American Can Co.: | 
wb OS ee ree ee $157, 000 , $157, 000 $158, 400 
Russell C. Taylor, vice president_-_.__.......---.--- 93, 200 , 93, 200 92, 800 

Continental Can Co.: | 
mI EL UU i i cree 108, 000 26 $42, 000 150, 000 | 150, 443 
Hans A. Eggerss, president OE TS ae een eae SO arte 96,000 | 27 20,375 116, 375 116, 486 
Thomas C. Fogarty, executive vice preside nt_____- 102, 500 27 10, 180 112, 680 |.....-. 

Container Corporation of America: | | 
Walter P. P, SA a eens 100, 000 28.85, 000 | 185, 000 | 185, 000 
Weer 3. Dison, orepident......................- 985,865 | 8 45,000 | 130, 865 | 125, 000 
John V. Spachner, executive vice president is eae 280,490 | 2 40,000 | 120, 490 115, 000 

DAIRY PRODUCTS 
= << es 

Borden Co.: } 

Theodore G. Montague, president_._............_-- | ee wad $132, 950 | $150, 500 
Harold W. Comfort, executive vice president______- Oe a 91, 900 | 109, 450 
Roy D. Wooster, vice president--. Serer. | =e se 75, 100 | 86, 485 
National Dairy Products Corp.: | | 

E. Stewart, president___...........-.- sa biieianiie gy ar Seer 183, 247 171, 760 
L. A. Van Bomel, chairman..--_........---- akeeadiee =. ° 7; eer 89, 160 101, 960 
G. C. Pound, vice president PE a See } a al 111, 360 | 111, 380 

DEPARTMENT STORES 

Federated Department Stores, Inc.:3! | 

R. H. Macy & Co. (year ended Aug. 1): | 
Jack I. Straus, president i. eae ee | $135, 420 eee ESE $135, 420 | $135, 000 
Edwin F. Chinlund, vice president_____-_-___.--_- } oO 2 a eee 110, 420 | 110, 340 

May Department Stores Co. (year ended Jan. 31): > 
Oa | See | >) » ar. See 128, 592 | 118, 641 
Morton J. May, Pat orem =iallsctiaatisedidteaiiein alaieiatlies ail | kt eae a ee 100, 250 100, 250 
Leo J. Wieck, vice president ta ele ata _ =) ee: 94, 371 89, 445 





* Retired Apr. 4, 1956 
28 Retired Mar. 1, 1956. 
% Deferred remuneration payable under employment contract after termination of employment for 5- or 
0-year period. 
27 Deferred remuneration, including 250 shares and 150 shares, respectively, valued at $9,719 and $4,665 
payable after termination over 5 or 10 years. 
28 Includes $10,000, $8,000, and $7,500 respectively contributed to the Container Common Stock Trust 
for benefit of all salaried employees. 
2° Includes $5,865 and $5,490, respectively, in retirement payments. 
30 Includes $25,000 annuity payments under plan started in 1951. 
31 No proxy filed; notice sent to stockholders announcing vote on splitting shares, 
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Exuisit A.—Table of salaries in industry—Continued 











DISTILLERS 
Salary | Bonus 1955 total | 1954 total 
Distillers Corp.-Seagrams, Ltd. (year ending July 31): | j 
Samuel Bronfman, president_______-_- | $355,000 | $355, 000 | $353, 750 
Allan Bronfman, vice president_______- ee 202, 500 | 202, 500 | 201, 875 
National Distillers Products Corp.: | 
John E. Bierwirth, president__......._._---- 197, 773 |_-- | 82197, 773 192, 865 
B. C, Ohlandt, vice president_-_-_.___~-- 99, 621 =ave 2299, 621 | 81, 515 
R. E. Hulse, vice president. -__-...--.------------ | Wy GE Nome cnatemecsl, oe ass 
DRUC 
Abbott Laboratories: | 
Ernest H. Voeiler, president -_-............-....-.- | $88, 122 83 $853 $88, 975 $85, 000 
James F. Stiles, Jr., chairman. ------.-- 73, 653 33 853 74, 506 71, 000 
George R. Cain, vice president_____.____---- 62, 137 33 673 62, 810 
Bristol-Myers Co. (year ending June e 1): 
Lee H. Bristol, president. ia 34 113, 664 113, 664 86, 937 
Henry P. Bristol, chairman ___- aaek 84, 000 84, 000 | 78, 000 
William M. Bristol, executive vice ‘president -eco--| 95,025 95, 025 73, 646 
Rexall Drug, Inc.: 
J. W. Dart, president. _-- | 35 81, 565 81, 565 75, 000 
bt T, Lillie, vice president and treasurer - 3 48, 623 48, 623 | 43, 000 
E. Cooper, vice president. -_.................---- 5 52,088 |_.-- | 52, 088 56, 000 
Sterling Drug, Inc.: | 
James Hill, Jr., chairman pee ASA Zoic | 36151, 454 151, 454 131, 354 
J. Mark Hiebert, president and executive vice | 
Darlin Ey 5 ee ES ER RRS a Lala oe 81, 200 81, 200 68, 600 
E. I. McClintock, vice president_- | Ae. Qe 70, 800 70, 800 


70, 750 





ELECTRICAL = IPMENT & APPLIANCES 





AVCO Manufacturing Corp. (year ending Nov. 30): | 








Victor Emanuel, chairman and president---.- $125, 000 $125, 000 $125, 000 
W. A. Mogenson,*’ vice president __-_--__- in ES, 75, 000 | 75, 000 | 75, 000 
James D. Shouse, vice president__..............__-- | | ee | 7, ty ee 
General Electric Co.: 
De 247, 515 38 247, 515 218, 726 
Philip D. Reed, pod. nang eR tine eter i 157, 489 38 157, 489 | 150, 015 
Henry V. Erben, executive vice president.___--___- | 152, 514 38 152, 514 146, 365 
Westinghouse Electric Corp.: | | 
waym A, Fries, premaemt....................... 123, 541 123, 541 | 186, 050 
L. E. Osborne, vice chairman. -_-- 88, 750 88, 750 | 131, 150 
Mark W. C resap, Jr., executive vice president 2 | 80, 416 |____- eat 80, 416 115, 093 
| | 
FOOD PRODUCTS 
Corn Products Refining Co.: | 
eee We. meee, CHURN 8 ence cee $80, 000 $80, 000 $80, 000 
Wm, T. Brady, ‘president i eo 60, 000 60, 000 60, 000 
Wm. H. Gam le, senior vice president hile hea helt 60, 000 60, 000 60, 000 
General Foods Corp. (year ended Mar. 31): | 
Austin 8. Ingleheart,?* chairman---._.......__._-_-- 80, 010 $45, 000 125, 010 168, 000 
Charles G. Mortimer, president___- aes 131, 250 75, 000 | 206, 250 150, 000 
George Hampton, executive vice president - - ee Re 73, 625 | 42, 000 | 115, 625 | 7 
Standard Brands, Inc.: | | 
Joel S. Mitchell, president _ ____- * ee 125 000 j....... 125, 000 | 125, 000 
Albert Fleischmann, vice president. SPAR AES, 75, 000 75, 000 | 62, 500 
Leonard G. Reichhard, vice president___- 73, 750 | 60, 000 


koma 73, 750 





%2 Plus 2,260 shares, 1,130 shares, and 878 shares of common stock, 
termination of employment. 

33 Stock bonus plan. 

4 Includes $13,864 and $10,325, respectively, retirement income payments. 

35 Includes $6,565, $3,623, and $4,588 profit-sharing retirement trust. 

86 Includes $20,000 paid under 1946 deferred compensation, payable for 8 years starting July 1, 1954. 

37 Resigned Nov. 30, 1955. 

38 Plus, respectively, 2,261 shares, 1,357 shares, and 1,055 shares of stock, valued at $49.75 a share payable 
in 15 to 20 annual installments after termination of employment, if earned out. 

3 Resigned as chairman Nov. 4, 1954.4 


payable in 10 equal installments at 
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GLASS 
Salary Bonus 1955 total 1954 total 

Hazel-Atlas Glass Co.: J. H. MeNash, president____- $50, 000 $50, 000 | $50, 000 
Owens-Illinois Glass Co.: j 

J. P. Levis, chairman ae 135, 000 : 135, 000 | 135, 000 

C. R. Megowan, president Z 125, 000 |___- 125, 000 | 125, 000 

H. C. Laughlin, executive vice president 40 96, 894 . ~ 96, 894 | 90, 000 
Pittsburgh Plate Glass Co. 

H. B. Higgins, president : 170, 116 " 170, 116 | 170, 116 

R. B. Tucker, vice president_ 3 101, 850 101, 850 23, 600 

C. M. Brown, chairman. _- me 89, 718 ‘ 89, 718 | 1, 718 

David G. Hill, vice president “ ee 107, 034 | 


GROCERY CHAINS 


Kroger Co.: 








Joseph B. Hall, president $175, 000 $175, 000 $178, 365 
Jacob E. Davis, vice president - -- 70, 769 $1, 966 72, 735 69, 763 
William E, Carter, vice president. : 70, 769 1, 966 72, 735 69, 763 
Safeway Stores, Inc.: 
Milton L. Selby,‘? president 60, 000 65, 320 1: 44128, 651 
C. N. Sanders, vice president Rs 60, 000 43 6 1: 128, 651 
Dwight Edwards, vice president 60, 000 43 65, 320 12: 
INDUSTRIAL MACHINES 
Babcock & Wilcox Co.: | 
Alfred Iddles, president $107, 800 $107, 800 $107, 800 
Edward A. Livingstone, vice president 63, 750 63, 750 57, 200 
M. Nielsen, executive vice president 69, 750 69, 750 57, 717 
Caterpillar Tractor Co.: 
L. B. Neumiller, chairman 121, 250 121, 250 110, 000 
H. 8. Eberhard, president 45 109, 948 109, 948 99, 585 
4. T. Brown, vice president 45 100, 888 100, 888 90, 571 
Dresser Industries, inc.: 
H. N. Mallon, president 122, 996 122, 996 106, 821 
J. B. O’Connor, executive vice president 114, 954 114, 954 92, 821 
MAIL ORDER HOUSES 
Sears, Roebuck & Co.: 
Fowler B. McConnell, president $135, 000 #6 $1, 820 $136, 820 $135, 000 
Theodore V. Houser, chairman 135, 000 46 1, 820 136, 820 133, 846 
Edward Gudeman, vice president 98, 751 461, 365 100, 116 90, 000 
Montgomery Ward & Co. 
Sewell Avery, chairman “ 93, 067 93, 067 
John A. Barr, chairman and president 4. __ 75, 961 75, 961 
James A. Webber, vice president__- 60, 000 60, 000 
MEAT PACKING 
Armour & Co.: | 
Frederick W. Specht, president Rn A ist dS eee $125, 000 $129, 000 
Harry 8S. Eldred,‘ executive vice president ______---| sea: 35, 962 88, 900 
Robert E. Pearsall, executive vice president___- ---| fe eS fae 
Swift & Co.: | | 
ee ES a ] ts ER eaeaee 125, 000 | 125, 000 
Porter M. Jarvis, president e BAe TREES os {ae 95, 000 80, 000 
O. E. Jones, executive vice president_..-......._--- 80, 000 sabepenadct 80, 000 | 80, 000 


*© Includes $6,894 pension payment. 

4! Includes $12,034 in deferred profit sharing. 

42 Elected president Oct. 3; in 1954. 

‘3 Includes profit-sharing contribution. 

4 Lingan Warren paid $301,525 in 1954. 

45 Includes $12,488 and $17,138, respectively, under retirement plan. 
46 Profit-sharing plan. 

47 Resigned May 9, 1955. 

48 Succeeded Avery May 12. 

49 Retired Apr. 2, 1955. 
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NONFERROUS METALS 


Salary Bonus 1955 total 1954 total 
ee 4 Company of America: 

. W. Wilson, president. ____- ilk akan $210, 000 ; $210, 000 $200, 000 
F.L. Mohn executive vice president ah et 130, 000 a 130, 000 110, 000 
Leon E. Hickman, vice president é Eseeae 116, 500 asi Wicd 116, 500 107, 000 

American Smelting & Refining Co: 
moger Ww. Sires, Caeirmen._ . _................-.. | 104, 115 ; ----| 50 $104, 115 103, 071 
Kenneth C. Brownell, president ; woes 84, 722 ied 5084, 722 77, 33¢ 
R. F. Goodwin, vice president " . Doe 67, 805 E. 50 67, 805 





Anaconda Co.: 


Cornelius F. Kelley 5!____ i tee a 135, 019 135, 019 201, 418 
Robert E. Dwyer, president _ bade 151, 851 , : 151, 851 | 152, 016 
Roy H. Glover °2__- 157, 765 4 157, 765 bale 
E. 8. McGlone executive vice president as 89, 643 |_- - 89, 643 
Kennecott C opper Corp.: 
Charles R. Cox, president sia tne Dae 191, 900 |- Salers 191, 900 192, 120 
Frank R. Millike ‘n, vice preside nt SS eee eee 75, 200 pe Dataset 2 75, 200 60, 220 
National Lead Co. 
Joseph A. Martino, president : Donte 197, 500 53 $29, 625 227, 125 211, 562 
Herman T. Warshow, vice president pares 101, 250 5315, 187 116, 437 116, 437 
Alfred H. Drewes, vice president — a : 93,750 | 5 13,312 oe. 2 rs 
Phelps-Dodge Corp.: 
Louis 8. Cates, chairman___-. = 86, 300 54 60, 000 114, 300 161, 700 
Robert G, Page, president ‘ eet ae : 126, 000 4 62, 500 188, 500 146, 900 
— Metals Co.: 
8. Reynolds, aby 55 chairman. ____-__- 87, 760 . ee 87, 760 159, 089 
R Re ynolds, . , president 6 142,317 |- . 142, 317 128, 686 
M. XL. Caskie,5? e ee vice preside nt_ 7 .| 56129, 429 129, 429 120, 449 


OFFICE MACHINES AND EQUIPMENT 


International Business Machines Corp.: 
Thomas J. Watson, chairman -_- $100, 000 $246, 590 | 58 $346, 590 $306, 952 
Thomas J. Watson, Jr., president - 58 154, 496 132, 419 
John G. Phillips, vice chairman 58 149, £ 152, 107 
Albert L. Williams, executive vice president 58 111, 93, 090 
National Cash Register Co.: 





Stanley C. Allyn, president 240, 000 240, 000 240, 000 

Robert S. Oelman, executive vice president _ - 135, 000 135, 000 135, 000 

Edward A. Deeds, chairman 59, 167 59, 167 100, 000 
Remington Rand, Inc.: 5 

James H. Rand, president . 202, 100 202, 100 202, 100 

Douglas MacArthur, chairman 68, 600 68, 500 

Harry Landsiedel, executive vice president 81, 600 81, 600 


50 Plus 177 shares for Straus, 133 for Brownell, and 115 for Goodwin valued at $45 a share under contingent 
pay plan; in addition each got $1,821, $1,364, and $1,183, respectively, as dividend equivalents on contingent 
allotments. 

S| Retired as chairman May 1955. 

82 New chairman of board. 

88 Profit-sharing plan. 

4 Includes $10,000 and $12,500, respectively, in deferred profit sharing. Cates also received $15,000 retire- 
ment income. 

55 Died July 1955. 

56 Includes $16,532 and $19,303, respectively, in pension benefits. 

7 Retired Dec. 31, 1955. 

58 Plus $2,390, $2,960, $2,574, and $2,855, pension payments, respectively. 
5° Now a division of Sperry Rand Corp. 
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OIL COMPANIES 





Pure Oil Co.: 


Richfield Oil Corp.: 



































































































































® Thrift plan contribution. 

6! President of Cities Service Oil Co. (Delaware). 

62 Includes $2,250 thrift retirement plan. 

63 Incentive compensation plan. 

* Includes $2,124 and $1,875, respectively, under savings plan. 

65 Made chairman May 1955. 

6 Retired June 1955. 

67 Includes group insurance and pension payments. 

®* Contingently allocated under stock plan. 

6° Plus $2,427, $2,202, and $1,372, respectively, in employee savings plan. 

7 Thrift plan. 

7! Plus $24,435 and $32,371, respectively, in annuity payments. 

72 Plus $26,965, $13,948, and $15,550 respectively under group insurance-pension plan. 

73 Includes premiums under management group life insurance plan and $1,878, $1,481, 
tively, under employee thrift plan. 
74 Employees incentive plan. 





















































Salary Bonus 1955 total 
Atlantie Refining Co.: 
Henderson Supplee, Jr., president $100, 000 $100, 000 
D. T. Colley, vice president 64, 000 64, 000 
L. A. Sunkel, vice president 57, 000 57, 000 
Cities Service Co.: 
W. Alton Jones, chairman 150, 520 6 $3,744 154, 264 
Burl] 8. Watson, president 27, 120 60 3, 120 130, 240 
Singer S. Irelan ®. 76, 633 60 1, 899 78, 532 
Continental Oil Co.: 
L. F. McCollum, president 126, 500 126, 500 
E. F. Battson, vice president 62 §3, 900 83, 900 
Ira H. Cram, vice president 62 83, 150 83, 150 
Gulf Oil Corp.: 
8S. A. Swensrud, chairman 150, 000 63 50, 025 
W. K. Whiteford, president 175, 000 63 87, 522 
David Proctor, executive vice president 100, 000 63 §2, 553 
Phillips Petroleum Co.: 
¢. 8. Adams, Sr., chairman 175, 500 175, 500 
Paul Endacott, president 125, 833 125, 833 
Stanley Learned, assistant to president 115, 833 115, 883 


tawleigh Warner, chairman 64 87, 124 87, 124 
R. L. Milligan, president 64 76, 875 76, 


H. F. Sinclair, chairman 250 60, 250 

Charles 8. Jones, president , 250 126, 250 
Shell Oil Co.: 

H.S. M. Burns, president 75, 000 175, 000 

A. J. Galloway, vice president 100, 000 100, 000 

James H. Doolittle, vice president 90, 000 00, 000 
Sinelair Oil Corp.: 

P. C. Spencer, president 165, 083 165, O83 

M. L. Gasney,® chairman 102, 316 102, 316 

P. W. Thirtle,® vice president 49, 249 49, 249 

W. F. Dair, vice president and treasurer 55, 550 55, 550 
Socony Mobil Oil Co.: 

B. B. Jennings, chairman -- 169, 120 169, 120 

J. C, Case, vice president - - 67 97, 370 97, 370 

Albert Nickerson, president 8 104, 560 104, 560 
Standard Oil Company of California 

R. G. Follis, chairman 185, 000 68 17,074 202, 074 

T.S. Peterson, president-- 160, 000 6 14, 734 174, 734 

Gage Lund, vice president_-__-_- 105, 833 6 9, 695 115, 52 
Standard Oil Co. (Indiana): 

Robert E. Wilson, c.iairman..---- 6° 174, 246 174, 246 

Frank O. Prior, president 6* 156, 369 156, 369 

Alonzo W. Peake, president 59, 276 59, 276 

Dwight F. Benton, vice president. 6 94, 372 94, 372 
Standard Oil Co. (New Jersey): 

Eugene Holman, chairman_. 212, 500 70 21, 857 234, 357 

M.J. Rathbone, president 164, 583 70 16, 901 7) 181, 484 

J. E. Crane, vice president 145, 833 15,113 71160, 946 
The Texas Co.: 

J. 8. Leach, chairman oa © : 165, 000 72 165, 000 

Augustus C. Long, president_- 150, 000 "2 150, 000 

R. F. Baker, executive vice president 100, 000 72 100, 000 
Tide Water Associated Oil Co.: 

D. T. Staples, president__- : 73 RO, 755 80, 755 

L. F. Bayer, vice president___- ; 73 63, 859 ; 63, 859 

Fero Williams, vice president and treasurer - - 73 50. 638 50, 628 
Union Oil Company of Calilornia: 

Reese H. Taylor, president 125, 000 4 4, 232 129, 232 

W. L. Stewart, Jr., senior vice president - 60, 000 742,127 62, 127 

A.C. Rubel, vice president. 65, 000 742, 035 67, 025 






























1954 total 


$96, 666 
61, 000 
55, 000 


150, 860 
127, 130 
70, 900 


125, 800 
76, 650 


76, 950 


275, 000 
300, 000 
185, 000 


175, 000 
110, 000 
110, 000 


76, 875 
59, 709 


60, 500 
126, 250 


175, 000 
95, 000 
90, 000 





169, 120 
97, 370 


160, 000 
150, 000 
100, 000 


171, 368 
145, 709 
161, 038 


213, 225 
163, 357 


165, 000 
150, 000 
100, 000 


81,125 
60, 048 


125, 000 
90, 000 
, 000 


on 


and $1,132, respec- 
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PAPER PRODUCTS 





Crown Zellerbach Corp. (May 1 to Dee. 31, 
changed to calendar year): 
A + Zellerbach, president - - 
D. 8. Denman, vice president 
International Paper Co.: 

John H. Hinman, chairman.____- 
Harrison R. Weaver, Ist vice president. 
Richard C. Doane, president ee : 

St. Regis Paper Co.: 

Roy K. Ferguson, president_- 

Edward R. Gay, executive v ice preside nt... 





1955— 


Zellerbach, executive vice president __- EES 


Salary 


$84, 833 
61, 500 
47, 916 


161, 111 
75 117, 835 
125, 000 | 


100, 800 
66, 461 x 


RADIO AND TELEVISION 





Columbia Broadcasting System, Inc.: 


Edward R. Murrow, director__..__._.-...-------- 


Frank Stanton, president__________- 
William S. Paley, chairman. 
Phileco Corp.: 


William Balderston, chairman__________-_-___--___| 


James H. Carmine 

John M. Otter, executive vice ‘president _- 
Radio Corporation of America: 

David Sarnoff, chairman .*__ 

Frank Folsom’, president. ___- 

E. W. Engstrom, executive vice president - 





| 


76 $316, 076 
7 293, 857 
77 241, 526 


78 75, 000 
50, 000 


200, 000 
165, 000 
85, 000 


RETAIL CHAINS 


W. T. Grant Co.: 
Edward Staley, 
Louis C. Lusten 
J. Luther Knies, vice president-_.--._- 

8. 8. Kresge Co.: 
| & A Williams, president 
R. D. Kresge, vice president. ____.-....._--- 
H. J. Liverance, vice president 

J.C. Penney Co.: 

J. C. Penney, chairman 
A. W. Hughes, president -- 


George E. Mack, executive vice president 8...______| 


R, C. Weiderman, comptroller 
F. W. Woolworth Co.: 
James T. Leftwich, president 
Alfred L. Cornwell, chairman --- 


Robert C. Kirkwood, executive vice president 


oe ee ae 
rger, executive vice peat... 


78 60, 000 | 


_| $144, 747 


109, 876 
87, 478 
92, 681 
61, 340 
61, 340 


| 212, 015 
100, 000 


' 


| 79, 499 |__- 


Bonus 


1955 total | 


$84, 833 
61, 500 
47, 916 


161, 111 


ol 117, 835 


125, 000 


100, 800 
66, 461 


| $316,076 
293, 857 


4 | 241, 526 


= 60, 000 


$27, 900 


81 32, 991 | 


$1 11, 982 


"8 106, 460 |-—-- 


| 75, 000 
77, 900 | 
200, 000 


197, 991 
| 96, 982 


$144, 747 
109, 876 
87, 478 


a 92, 681 
| 


61, 340 
} 61, 340 


212, 015 
100, 000 
79, 499 
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1954 total 


$102, 300 
76, 650 
56, 300 


150, 000 
125, 000 
109, 472 


100, 800 
60, 280 


$306, 611 
263, 171 
216, 526 


| 
| 
| 


| 200, 000 
| 
| 


117, 750 
106, 250 
73, 167 


186, 434 


$130, 782 
97, 132 
77, 030 
75, 000 

000 


50, 


50, 000 


“101, 495 
101, 495 


186, 684 
100, 000 








75 Includes $114,583 for 10 months ending Oct. 31, 1955, when he retired, and $3,252 pension. 


7% Excludes royalties on Person to Person. 


7 Includes $12,335 and $16,526 in pension payments, respectively. 
78 Waived participation in incentive pay plan to increase distribution to other executives, 


™ Announced retirement in April. 
8% Resigned Dec. 7, 1955. 


81 Payable in 5 annual installments as incentive bonus, if earned out; amount listed paid 6 in 1955. 


$2 $10,000 is salary, rest under general office compensation plan. 


83 For services from Jan. 1-July 1. 
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STEEL COMPANIES 


Armco Steel Corp.: 
W. W. Sebald, president 
Charles R. Hook, chairman 
Ralph L. Gray, executive vice president 
Bethlehem Steel Corp.: 
Eugene G. Grace, chairman 
Arthur B. Homer, president 
Robert E. MeMath, vice president 
Colorado Fuel & Iron Corp. (year ended June 30): 
A. F. Franz, president 
Franklin Berwin, vice president 
A. C. Bakaert, vice president 
Kaiser Steel Corp. (year ended June 30): 
J. L. Ashby, vice president and general manager 
he ag B. McMeans, vice president 
C. F. Borden, vice pre sident 
Jones . Laughlin Steel Corp.: 
C. L, Austin, president 
Ben Moreell, chairman 
J. E. Timberlake, vice president 
National Stee] Corp.: 
Ernest T. Weir, chairman 
Thomas E. Millsop, president 
Wilmer A. Murphy, vice president 
Republic Steel Corp.: 
T. M. Girdler, chairman- 
C. M. White, president 
yt F Patton, first vice president 
United States Stee] Corp.: 
Benjamin F. Fairless, chairman *° 
Clifford F. Hood, president 
Roger M. Blough, chairman 
Youngstawn Sheet & Tube Co. 
J. L. Mauthe, president 
Ww alter E. W: 
4.8 


atson, first vice president 
Glossbrenner, vice president 


Salary 


$265, 
240, 
196, 


150, 
120, 


75, 


049 
053 
283 


000 
000 
000 





TEXTILES 


a Industries, Inc. (year ended Oct. 1}: 
: ce ncer Love, chairman 

.: Cowan, Jr., vice chairman 

Walter E. Greer, Jr., vice president 

Herbert Kaiser, vice president 
J. P. Stevens & Co., Inc.: 

J. P. Stevens, Jr., chairman 

Joseph Sutherland, president 

Wilbert J. Carter, executive vice president. 

Raymond G. Emery, executive vice president 
United Merchants & Mirs., Inc. 

- W. Schwab, president 

. Harry Feldman, vice pre ssident 


TIRE AND 


Tire & Rubber Co.: 
chairman 


Firestone 
Harvey S. Firestone Jr., 


Lee Jackson, president 

John Shea, vice president-_-_- 

James E. Trainer, executive vice president 
— ar Tire & Rubber Co.: 

Thomas, president 
R. Ww Litchfield, chairman 
+ WwW ilson, vice president ___- 
: H. Leroy, vice president 

B. F. Gaodviek Co:: 

John Collyer, chairman -_- 

W. 8S. Richardson, president 

J. W. Keener, vice president. - 


™ Plus $3,824, $2,512 
85 Resigned May 3, 1955. 

% Plus $10,267 and $9,214, respectively, 
*? Paid to trustee under profit-sharing plan. 


8 Plus $2,174 paid under retirement amnuity plan. 





(year ending June 30): 


80, 
80, 
80, 
80, 


100, 
40, 


$155, 
130, 
102, 
103, 


188, 
| 141, 
130, 
131, 


235, 
165, 
110, 


5, 000 
, 000 
), 667 


. 106 
, 106 
, 000 


, 000 
, 000 
, 500 


, 367 


. 367 
2, 133 
. 680 


7, 120 
R52 


. 000 
. 000 
, 000 
, 000 


000 
000 


000 | 


000 


300 | 


300 


000 
000 
000 
000 


697 
093 
340 
469 


000 


000 | 


000 


, and $2,646, respectively, in pension payments. 
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Bonus 


1955 total 


$265, 049 | 


240, 053 
196, 283 


705, 923 
583, 270 
445, 615 


463, 270 
370, 615 


116, 200 
45, 550 
56, 050 

“ 85, 362 
™“ 49, 620 
4 43, 350 


58, 351 
80, 110 
$7, 331 


163, 351 
230, 110 
103, 998 


273, 106 
273, 106 
90, 000 


250, 000 
310, 000 
170, 500 


170, 367 
242, 367 
222, 133 
=f 225, 712 >? 


I 50, 475 ) 
128, 704 





$7, 605 $147, 605 
87 5, 704 | 83, 704 
87 4, 563 79, 563 
7 5,476 117, 476 

80, 000 
80, 000 | 
80, 000 
80, 000 
286, 288 a SSS 
135, 904 176, 204 


RUBBER COMPANIES 


$155, 000 
130, 000 
102, 000 
103, 000 


188, 697 
5 141, 093 
130, 340 
131, 469 


235, 000 
165, 000 
110, 000 


received on reaching normal retirement age. 





1954 total 


260, 6 
260), 6 


300, 
00, 
160, 


259, 200 
213, 


186, 537 
24, 358 








, 839 
77, 130 
86, 704 
49, 044 


SU, O00 
80), 000 
80, 000 
80, O00 


356, 366 


163, 178 










$155, 000 
130, 000 
102, 000 


190, O82 
141, 093 
131, 255 


235, 000 
161, 667 
110, 000 
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TOILET PREPARATIONS 


Salary Bonus 1955 total 
Colgate-Palmolive Co.: 
Edward H. Little, chairman $150, 000 | % $200, 285 $350, 285 
Wm. L. Sims II, president * 111, 343 100, 285 211, 628 
Hugh R. MacMillan, Jr., vice president__- 56, 792 ” 50, 000 106, 792 
Procter & Gamble Co. (year ended June 30): 
Richard R. Deupree, chairman 100, 000 100, 000 
Neil H. McElroy, president 285, 000 35, 317 320, 317 
Howard J. Morgens, executive-vice president 184, 545 it 29, 324 213, 869 


TRANSPORTATION AND EQUIPMENT 


General American Transportation Corp.: 





Sam Laud, vice chairman $120, 000 $120, 

L. N. Selig, chairman. 125, 000 125, 

W.J. Stebler, president______. 100, 000 100, 
New York Central RR.: 

Alfred E. Perlman, president___- 102, 400 102, 

Karl A. Borntrager, vice president - 60, 000 60, 

Thomas J. Deegan, Jr., vice president 55, 000 55, 
Pennsylvania Railroad: 

James M. Symes, president 127, 530 127 

James P. Newell, vice president 71, 600 71, 
Pullman, Inc.: 

Champ Carry, president 130, 800 130, 

Warren L. Smith, vice president 95, 100 95, 
Southern Pacific RR.: 

Donald J. Russell, president 125, 000 125, 

George L. Buland, vice president 64, 666 64, 

J. W. Corbett, vice president 62, 500 62, 


UTILITIES 


| ! 
Co pee Edison Co. (Chicago): | 


Villis Gale, chairman ; ; ..-----| $110,000 ; $110,000 
ceamee Y. Freeman, chairman, executive com- | | | 
mittee ‘ : : } 60, 692 60, 692 
John Evers, president , . 60, 000 60, 000 
Consolidated Edison Co., New Yc rk: | 
Hudson R. Searing, chairma.: . | 105, 240 105, 240 
Harland C. Forbes, president _. fe } 94, 820 ‘ : 94, 820 





8 Ceased to be president July 1; compensation includes, $30,000 severance. 
% Payable in 5 equal installments if earned out. 

* Profit-sharing trust plan. 

Paid to William White as president. 





000 
000 
000 


400) 
000 
000 


, 530 


600 
S00 
100 
000 
666 
500 


1954 tot 


$330, 
180, 


200, 


257 


$100, 


90, 
60, 


106, 
95, 





al 


377 
000 


000 


, 898 
150, 


000 


OOO: 
000 


, 033 


5, 940. 


2, 217 
, 210 


, 183 
5, 600 


, 000 


600 


000 


833 
000 


000 
4) 








